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editorial
Dear Readers,
The articles in this issue explore many of the fundamental issues
related to how foundations “show up” in their communities.
Nolan, Souza, Monopoli, and Hughes focus on the work of
the DentaQuest Foundation in service of a national movement
to improve the delivery of oral health services. The foundation
focused on building and maintaining a national network of providers and advocates who were able to significantly impact the
delivery of oral health care and close gaps in services. The foundation choosing to play the role of network builder and learning
coach was critical to achieving success.
On a very local level, Riemer, Frank, Rublin, and MerrowTeri Behrens
Kehoe share some early results from the Hartford Foundation
for Public Giving making a shift to offer unrestricted general
operating support grants in response to grantees’ expressed
need. Both the foundation and grantees were changed by this new-to-Hartford grantmaking process.
Grantees were able to make progress on strategic goals, strengthen their infrastructure and be nimble
in response to changes in the environment. The foundation revised the way it reviews all proposals,
focusing more on the grantees’ strategic plans.
Sanders, Galindo, Vega-Marquis, and Milloy draw from a summative evaluation of fifteen years of
work by the Marguerite Casey Foundation to highlight the role of evaluation as a learning practice
within the field of philanthropy. The foundation’s successes are attributable in some measure to their
ability to learn and adapt strategy appropriately.
The Hartford Foundation for Public Giving, with a subset of its grantees and their program recipients,
also teamed with the UCLA Center for Healthier Children, Families, & Communities to redesign its
evaluation process. Bowie and Sussman describe how the foundation’s shift from traditional program
evaluation to a participatory, learning-focused approach resulted in new tools to assess variables that
were critical to program success. This article examines the redesign process and those new tools.
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Many foundations are seeking to fundamentally change systems in order to create sustainable positive change. Initiatives that focus on root causes of social issues are typically both technically and
socially complicated and past experience is no guarantee of success. McCarthy, Bornstein, Perrin,
James, and Fulton examine an application of such an emergent strategy at the Colorado Health
Foundation. They share tools used to design the funding approach for the foundation’s Creating
Healthy Schools initiative.
Fine, Raynor, Mowles, and Sood discuss an assessment of 54 foundations that used a new tool,
developed for funders by TCC Group, to explore five core capacity areas shown to be central to organizational effectiveness. While foundations have increasingly focused on building grantee capacity,
they have not often systematically assessed their own organizational capacity. Understanding how
their own strengths and limits impact their ability to effectively work with grantees is an important
first step in achieving impact.
Several articles in this issue focus on sector-wide research. Winkelstein and Whelpton undertook
several research projects to examine risk, contingency funding, and existing foundation policies and
procedures related to risk. This article describes the scope of the problem and a framework for philanthropists to adopt risk-management practices that better equip the sector to address the challenges of
our time.
Ettinger focuses on an often-overlooked aspect of foundation leadership. Few foundations correctly
account for inflation in, for example, analyzing perpetual versus spend-down strategies and in comparing the cost-effectiveness of programs over different time periods. Investment teams are often also
provided with return targets, which are highly sensitive to inflation and which in turn determine a
risk estimate that must be considered by foundation fiduciaries.
While some foundations have put their entire focus on impact investing, philanthropy still lacks the
tools that enable such investments to be made with the same rigor as the best financial investments
and philanthropic grants. Aggarwala and Frasch propose a framework for evaluating a foundation’s
blended performance that enables both grantmaking and endowment investing to be evaluated
jointly, and thus also allows a complete evaluation of how impact investments could improve — or fail
to improve — overall impact.

CONTINUED ON NEXT PAGE
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CONTINUED FROM PREVIOUS PAGE

The largest of the Gordon and Betty Moore Foundation’s environmental initiatives is the Andes
Amazon Initiative, which has invested nearly $369 million over its first 15 years to protect the forest cover and biodiversity of the Amazon. Hardner, Gullison, and O’Neill examine how the design
principles of this major philanthropic initiative influenced its performance, and provides a practical
example of strategic philanthropy that can contribute to the ongoing debate over the merits and flaws
of this approach.
What foundations do, what roles they choose to play in a community, and how they play those roles
matter to those communities. The types of grants they make, their approaches to engaging community
and how they structure their funding make a difference in their effectiveness and in the sustainability
of results. We hope the articles in this issue will encourage more systematic thinking about these
practices and provide tools to support change.

Teresa R. Behrens, Ph.D.
Editor in Chief, The Foundation Review
Director, Institute for Foundation and Donor Learning,
Dorothy A. Johnson Center for Philanthropy at Grand Valley State University

4 The Foundation Review // thefoundationreview.org

contents
Results
7

Foundations as Network Strategists,
Weavers, and Managers: Learning
From One Foundation’s Journey
and Results
Clare Nolan, M.P.P., Engage R+D; Brian Souza, M.S.W.,
and Michael Monopoli, D.M.D., DentaQuest
Foundation; and Marianne Hughes, Interaction
Institute for Social Change

23

A Community Foundation’s
Experience Implementing and
Evaluating General Operating Support
Annemarie Riemer, M.Plan, and Erika Frank, M.S.,
the Hartford Foundation, and Hedda Rublin, M.P.P.,
and Susan Merrow-Kehoe, B.S., Technical
Development Corp.

36

Marguerite Casey Foundation:
Reflecting on 15 Years of
Philanthropic Leadership Through
a Summative Evaluation
Mavis Sanders, Ph.D., University of MarylandBaltimore County; Claudia Galindo, Ph.D.,
University of Maryland-College Park; and
Luz Vega-Marquis, M.A., and Cheryl Milloy, Ph.D.,
Marguerite Casey Foundation

VOL. 9 ISSUE 2

Sector
93

Maya Winkelstein, MSc, Open Road Alliance, and
Shelley Whelpton, M.Ed, Arabella Advisors

109

A Neighborhood-Based Family
Center Redesign Process: Taking a
Systems Perspective
Patricia Bowie, M.P.H., UCLA Center for Healthier
Children, Families, & Communities; and
Richard A. Sussman, Ph.D., Hartford Foundation
for Public Giving

64

Why Some Perpetual Foundations
Aren’t (Perpetual): Observations on
the Importance of Inflation Effects on
the Economics of Foundations
John Riche Ettinger, J.D.

119

Philanthropy As One Big Impact
Investment: A Framework For
Evaluating A Foundation’s Blended
Performance
Rohit T. Aggarwala, Ph.D., Columbia University, and
Claudine A. Frasch, M.B.A., Gensler

Reflective Practice
134

Staying the Course: How a Long-Term
Strategic Donor Initiative to Conserve
the Amazon Has Yielded Outcomes of
Global Significance
Jared Hardner, M.S., and R.E. Gullison, Ph.D., Hardner
& Gullison Associates LLC, and Elizabeth O’Neill, M.S.,
Elizabeth O’Neill Impact Consulting

Tools
53

Foundations Don’t Know What
They’re Risking

Plus
144

Executive Summaries

148

Call for Papers

Insights From Deploying a
Collaborative Process for Funding
Systems Change
Alison McCarthy, M.S.W., and Jacob Bornstein, M.S.,
Spark Policy Institute; Tiffany Perrin, M.S.W.,
Colorado Health Foundation; Jennifer James, M.A.,
Harder+Company Community Research; and
Bill Fulton, Ph.D., Civic Canopy

77

The Missing Link for Maximizing Impact:
Foundations Assess Their Capacity
Melinda Fine, Ed.D., Jared Raynor, M.S., Jessica
Mowles, M.P.A., and Deepti Sood, M.A., TCC Group

The Foundation Review // 2017 Vol 9:2 5

The Institute for Foundation and Donor Learning
Philanthropy is evolving quickly, presenting new opportunities and challenges for effective
grantmaking. The Institute for Foundation and Donor Learning at the Dorothy A. Johnson Center
for Philanthropy helps grantmakers adopt best practices and interact with other practitioners to
strengthen their daily work.
Our programs are designed to meet the learning needs of grantmakers and donors: The Foundation
Review, The Grantmaking School, LearnPhilanthropy.org, OurStateofGenerosity.org, the Frey
Foundation Chair for Family Philanthropy, and the W.K. Kellogg Community Philanthropy Chair.

Sponsorship and Sponsor Subscriptions
If you or your organization are interested in sponsoring an issue on a particular topic or in
supporting the work of The Foundation Review, please contact Teri Behrens at behrenst@
foundationreview.org.

Permissions
Abstracting is permitted with credit to the source. Permission may be requested to photocopy or
reproduce materials published in this journal by contacting the Copyright Clearance Center at www.
copyright.com, or by sending an email to info@copyright.com.
Contact Pat Robinson at pat.robinson@gvsu.edu for more information.

Partner Discounts
Discounted subscriptions are offered to members of partner organizations. If you
are a member of the following organizations, please use the discount code below
when subscribing at http://johnsoncenter.org/subscribe.
Contact Pat Robinson at pat.robinson@gvsu.edu for more information.

•
•
•
•
•
•
•
•
•
•
•
•
•

American Evaluation Association (AEA17) www.eval.org
Association of Black Foundation Executives (ABFE17) www.abfe.org
The Communications Network (CN17) www.comnetwork.org
Council of Michigan Foundations (CMF17) www.michiganfoundations.org
Council on Foundations (COF17) www.cof.org
Emerging Practitioners in Philanthropy (EPIP17) www.epip.org
Forum of Regional Associations of Grantmakers (FRA17) www.givingforum.org
Funders’ Network (FN17) www.fundersnetwork.org
Grantmakers for Education (GFE17) www.edfunders.org
Grantmakers for Effective Organizations (GEO17) www.geofunders.org
Grant Managers Network (GMN17) www.gmnetwork.org
LearnPhilanthropy (LP17) www.learnphilanthropy.org
National Network of Consultants to Grantmakers (NNCG17) www.nncg.org

This publication is printed with soy ink. Printed in USA

6 The Foundation Review // thefoundationreview.org

Foundations as Network Strategists,DOI:
Weavers,
10.9707/1944-5660.1362
and Managers

Clare Nolan, M.P.P., Engage R+D; Brian Souza, M.S.W., and Michael Monopoli, D.M.D.,
DentaQuest Foundation; and Marianne Hughes, Interaction Institute for Social Change
Keywords: Health, oral health, leadership, networks, movements, systems change, collective impact, evaluation,
learning, capacity building, population impact

Introduction
In 2000, the U.S. surgeon general released a
landmark report calling attention to the risks of
poor oral health for general health and well-being, labeling it a “silent epidemic” impacting
disadvantaged groups across the country (U.S.
Department of Health and Human Services,
2000). The report mobilized health professionals
and advocates to improve the delivery of oral
health services by launching clinics and expanding services into schools and other settings.
While those efforts were thoughtful, well-meaning, and even innovative, none had significant
national impact.
The DentaQuest Foundation, the nation’s largest philanthropy focused solely on oral health,
saw an opportunity to align and strengthen
these efforts — and the leaders driving them
— in service of a national movement. The
foundation’s approach is informed by several
ideas that have gained momentum in the social
sector, including collective impact (Kania &
Kramer, 2011), networks (Monitor Institute &
Grantmakers for Effective Organizations, 2011),
systems change (Kramer, 2017), and equity
(Philanthropy Northwest & D5 Coalition, 2014).
All of these challenged the foundation to take a
unique, nontraditional approach that combined
the roles of network hub, weaver, and backbone
organization.
Six years in, the Oral Health 2020 (OH2020)
network has achieved notable results: developing
dozens of oral health leaders across the country,
creating new state partnerships connected to a

Key Points
•• This article shares insights from a five-year
evaluation of the Oral Health 2020 network,
an effort by the DentaQuest Foundation to
align and strengthen efforts in service of a
national movement to improve oral health.
The evaluation helped to place the foundation’s journey in the context of a broader field
seeking new approaches to achieve deep
and sustainable social change.
•• The foundation’s approach was informed by
several ideas that have gained momentum
in the social sector, including collective
impact, networks, systems change, and
equity – all of which challenged the
foundation to take a nontraditional approach
that combined the roles of network hub,
weaver, and backbone organization.
•• Six years in, the network has achieved
notable successes, but along the way
the foundation and its partners learned
numerous lessons about what it takes to
build and sustain a national network. This
article shares those lessons, and also
considers changes in federal policy and
their implications.

national health improvement network, and contributing to tangible system and policy changes
that include expansion of public benefits in more
than 15 states. But these successes didn’t come
easily. The foundation and its partners learned
numerous lessons along the way about what it
takes to build and sustain a national network.
The Foundation Review // 2017 Vol 9:2 7
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Foundations as Network Strategists,
Weavers, and Managers: Learning From
One Foundation’s Journey and Results
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Results

The foundation recognized
that achieving real change
would require changing the
systems that resulted in poor
outcomes and disparities
by gathering stakeholders,
identifying root causes of
these challenges, and working
adaptively and collaboratively
to shift norms, behaviors,
policies, and resources.
This article shares insights from a five-year evaluation of this effort, placing DentaQuest’s journey in the context of a broader field seeking new
approaches to achieve deep and sustainable social
change. It also considers changes in the federal
policy context and their implications.

Context: The Importance of Oral Health
Oral health is part of overall health, and yet its
importance is often unrecognized and underappreciated. As stated in a report from the U.S.
Department of Health and Human Services
(HHS) (2014), “Oral disease has an impact on
physical, psychological, social, and economic
health and well-being, often resulting in pain,
diminished function, and reduced quality of
life” (p. 3). The separation of the mouth from
the body has been embedded in the cultures of
medicine and dentistry for decades, and is reinforced through separate education programs,
care delivery systems, and financing mechanisms
(Hummel, Phillips, Holt, & Hayes, 2015). As a
result, many Americans lack access to care — in
part because oral health is not integrated with
primary care services.
And yet, there is increasing evidence that oral
health is connected to general health in important
ways — poor oral health is associated with factors
8 The Foundation Review // thefoundationreview.org

that can lead to diabetes, cardiovascular disease,
and respiratory disease, for example (HHS, 2014).
Gaps in the prevention and experience of oral
disease lead to profound disparities across populations. Oral health, therefore, is an important
social justice issue that demands action.
The U.S. surgeon general’s landmark report
(HHS, 2000) noted that oral disease affects a
person’s lifelong health and well-being and that
the most common dental diseases are highly
preventable. In fact, the two most common oral
diseases — caries and periodontal disease — are
among the most prevalent chronic diseases and
are largely preventable (Mertz, 2016). The report
also included a framework for action that prioritized changing public perceptions regarding oral
health, building the evidence base underlying
prevention and treatment, building an effective
health infrastructure that integrates oral health
into overall health, removing barriers to service,
and developing public-private partnerships to
address disparities.
In response to the report, people and organizations across the country redoubled their efforts
to address the nation’s oral health — but real
improvements were limited. As an Institute of
Medicine and National Research Council (2011)
report acknowledged, neither federal-level strategies nor charitable efforts had achieved a significant national impact:
Collectively, these and other efforts have temporarily mitigated some of the burden related to inadequate access to oral health care, but they have been
insufficient in fully addressing existing challenges
and underlying problems. What is lacking at present is a systems-level approach that can establish
priorities among multiple and fragmented efforts
and focus public resources on priority areas of need
in the areas of service delivery, system capacity,
and public health infrastructure. (p. 20)

A New Approach
Though a variety of regional and state foundations address oral health, only a handful
of national funders are focused on this issue.
Within this context, the DentaQuest Foundation
was in a unique position to coordinate and lead

Foundations as Network Strategists, Weavers, and Managers

In order to address the burden
of oral diseases carried by
millions of marginalized
people, existing systems call
for disruption.

The foundation also viewed the 2010 passage of
the federal Patient Care and Affordable Care Act
(ACA) as a unique and critical opportunity for
improving oral health nationwide. As stated in
the foundation’s 2011 strategic operating plan,

Focusing on Systems

Implementation of health reform provides a unique
window of opportunity to advance the cause of oral
health. For the first time in history nearly every
child in the U.S. will have access to affordable coverage for dental care. In addition, oral health must
be included in new health initiatives for community-based prevention, awareness, and enhanced
training programs for primary care providers.
While these and other provisions of health reform
have been defined in broad strokes, implementation
details will be solidified over the next several years.
We are positioned to play a vital leadership role in
efforts to maximize health reform’s impact on our
industry through investments made to shape policy
and funding to expand access to community-based
care and prevention. (DentaQuest Foundation
Strategic Operating Plan, 2011, p. 2)

OH2020 Strategy
The foundation’s strategy drew upon emerging theories in the social sector regarding how
to bring about large-scale improvements in the
nation’s oral health. Central to its approach
was the idea that networks, and state leaders
with the skills and abilities to work effectively
with diverse stakeholders, would be critical to
the effort. Given the ambitious nature of its
mission “improving the oral health of all,” the

foundation’s strategy emphasized four core
components that unfolded over time: a focus on
systems, development of state leadership, organization of a national network, and application of a
strategic learning approach.

Drawing on lessons regarding the limitations of
its early grantmaking, as well as emerging literature, the foundation decided to focus its efforts
on systems change. Ralph Fuccillo (2016), the
foundation’s former president, outlined a convincing rationale for this focus:
The working [oral health] systems support an
individual in need of repair, who can afford the
help, and with a clinician who is well paid for their
services. However, when measured against what
is known through scientific, evidence-based and
community-based research, the current systems
fail to achieve to reach and/or provide quality care
to millions of people. The field of oral health presents tremendous opportunities for systems transformation through innovative redesign of the way
care is delivered, what it is designed to do, where
it takes place, how it is paid for, who pays for it,
and what outcomes it produces. In order to address
the burden of oral diseases carried by millions
of marginalized people, existing systems call for
disruption. (p. 2)

Building on topical areas identified at an
American Dental Association Access to Dental
Care Summit (2009) and recent work by Donella
Meadows (2008) and other systems thinkers, the
foundation identified four interconnected systems impacting oral health — policy, finance,
care, and community. It then defined the ideal
state of each of these systems, and adopted them
as a framework to guide its program strategies.
The Foundation Review // 2017 Vol 9:2 9
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a broader effort to improve oral health outcomes
for low-income communities. The foundation,
which had started out with a regional focus on
New England, had experience trying to make
improvements in oral health. Until 2009, it
invested its resources primarily in building the
capacity of community clinics to deliver oral
health care, but the need was simply too great for
these investments to make a substantial difference in the region. The foundation recognized
that achieving real change would require changing the systems that resulted in poor outcomes
and disparities by gathering stakeholders, identifying root causes of these challenges, and working adaptively and collaboratively to shift norms,
behaviors, policies, and resources.

Nolan, Souza, Monopoli, and Hughes

Results

States play a critical role in
influencing both state and
national oral health policy, a
fact brought into even greater
relief under health reform. A
key challenge, however, was
that state stakeholders hold a
variety of ideas and agendas
when it comes to oral health.
• Policy: Laws, rules, and regulations dictate
who has access to what coverage, care, and
community-based services that support
optimal oral health.
• Finance: While effective policy is essential to optimal oral health, it can have little impact without adequate funding and
appropriate payment mechanisms at the
federal, state, and community levels.
• Care: Providers (dental and nondental) and
patients work together to effectively prevent
and manage oral disease. An efficient and
effective care delivery system, in which dental and medical providers work together to
prevent and manage the chronic diseases of
the oral cavity, is integral to attaining optimal oral health.
• Community: Without effective community-based supports — school-based prevention and screening programs, education
campaigns, and service navigation programs, for example — the policies, funding,
and care designed to promote optimal oral
health will have little impact.
Developing State Leadership Capacity

States play a critical role in influencing both state
and national oral health policy, a fact brought
into even greater relief under health reform. A
10 The Foundation Review // thefoundationreview.org

key challenge, however, was that state stakeholders hold a variety of ideas and agendas when it
comes to oral health. Some focus on the needs
of publicly insured patients; others focus on the
privately insured. Some emphasize children’s
health needs, while others advocate for the
elderly, people with developmental disabilities,
or low-income adults. Stakeholders come from a
variety of contexts — private practice, safety net
organizations, consumer advocacy, academia,
government agencies; those contexts form their
knowledge and shape their worldview.
The diversity of interests and perspectives that
oral health stakeholders hold can be difficult to
integrate and can at times create contention.
Clearly, building trust and developing shared
solutions are essential precursors to systems
improvement. But who could lead such an effort?
After scanning the landscape of players across
multiple states, the foundation recognized that it
would need to develop new leadership capacity
to undertake state and national systems-change
efforts. It partnered with the Interaction Institute
for Social Change (IISC), a national nonprofit
that specializes in helping individuals, organizations, and groups develop individual and collective capacity to achieve social change. Marianne
Hughes, IISC’s founding executive director,
discussed the significance of investing in a leadership development approach: “A lot of folks
[working in oral health] are clinicians, health
care providers, and public health professionals.
They weren’t thinking of themselves as change
agents and movement builders.”
Foundation grantees were charged with engaging existing and nontraditional oral health
stakeholders in developing and implementing
a concrete plan to improve oral health in their
states. (See sidebar.) Key capacity-building activities supported by the foundation and the IISC
included national trainings, professional development webinars, and an online grantee community. Grantees had access to individualized
supports, including IISC coaching and monthly
meetings with foundation staff. And at the institute-sponsored Oral Health 2014 Inaugural
Grantee Gathering, in November 2011, the IISC
worked with grantees to develop capacities for

Foundations as Network Strategists, Weavers, and Managers

The Maryland Dental Action Coalition harnessed its collective energy, capacity,
and resources to a common vision for oral health literacy, medical-dental
collaboration, and oral health policy.
In 2007, 12-year-old Deamonte Driver died from a preventable oral infection when bacteria from
an abscessed tooth spread to his brain. Deamonte’s story attracted widespread media attention,
and his tragic death spurred the state of Maryland to action. The state’s secretary of Health and
Mental Hygiene convened an oral health taskforce, which led to the formation of the Maryland
Dental Action Coalition (MDAC).
With a planning grant from the DentaQuest Foundation, MDAC created a diverse infrastructure
that would reach beyond traditional oral health partners. The availability of funding, combined with
technical assistance from the Interaction Institute for Social Change, led the coalition to include a
wide range of partners.
Without the initiative, said former MDAC executive director Penny Anderson, inclusion of
“nontraditional stakeholders was a piece that we would not have gotten to as quickly .... It really
gave us a framework by which we were able to move forward significantly on the oral health plan.”
The coalition created programs to strengthen oral health in Maryland with a focus on three areas:
literacy, medical-dental collaboration, and policy.
The network built through this work was critical to implementing Healthy Teeth, Healthy Kids, an
oral health literacy campaign. A cornerstone of the state’s work, the campaign was designed to
improve oral health awareness and behaviors among caregivers of at-risk children throughout
Maryland. According to MDAC staff, the coalition gained greater prominence and attracted more
resources and opportunities for the state as a result of the campaign’s successes.
The MDAC’s second area of activity, medical-dental collaboration, emphasized a more integrated
approach to addressing oral health issues. Relationships with many new and nontraditional
partners created numerous opportunities for cross-sector work and the expansion of resources
available to foundation grantees across the country. For example, the MDAC created a vetted list
of oral health books aimed at children, and its staff has convened meetings of various professional groups and spoken to them about oral health.
These achievements bolstered the MDAC’s policy work and encouraged the emergence of new
champions in the state legislature. The coalition’s consistent engagement of state lawmakers on
oral health issues led to strong political relationships and, ultimately, important policy wins.
“The Maryland story was well known and [the foundation] helped us to continue [our] policy
progress,” Anderson said. “We were able to create new oral health champions and we had
legislative successes.”
The MDAC’s policy achievements include an increase in Medicaid oral health coverage for
children; the approval of the Public Dental Hygiene Act, which enables hygienists to work without
the supervision of a dentist in certain settings; and an increase of $4.4 million in Medicaid
reimbursement funds in the governor’s 2015 budget. Between 2009 to 2014 the number of
dentists accepting Medicaid in the state more than doubled, from 649 to 1,354.
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As the foundation developed
its knowledge about systems
change and worked with the
IISC to build state leadership
capacity, it began to realize
that more would be needed to
shift existing systems in service
of improved oral health for all.
facilitative leadership, characterized as the exercise of seven practices:
1. See the whole. Build and maintain connections and relationships with lots of people in
order to understand and see the whole.
2. Share an inspiring vision. Inspire others to
get involved through a clear and compelling
vision.
3. Focus on results, process, and relationships.
Understand that results are as important as
how the work gets done (process) and the
way people treat each other (relationships).
4. Seek maximum appropriate involvement. In
order to gain broad-based buy-in, maximize
the involvement of key stakeholders.
5. Design pathways to action. Provide a map of
the road ahead; this creates confidence that
the goal is attainable and supports success.
6. Facilitate agreement. Identify the agreements that must be made to realize breakthrough results.
7. Be the change. Inspire commitment to excellence and foster development of the leader
in everyone. Listen deeply and engage
stakeholders at all levels of the system in
conversations that matter.
12 The Foundation Review // thefoundationreview.org

Organizing a National Network

As the foundation developed its knowledge
about systems change and worked with the IISC
to build state leadership capacity, it began to
realize that more would be needed to shift existing systems in service of improved oral health
for all. Together, the foundation and the institute
began to think about how they might apply new
thinking about network theory to this work.
They posited that oral health systems would not
change without multiple stakeholders from all
parts of the systems coming together, as part
of a network, to develop strategies and coordinate action. Furthermore, this network would
need to play a movement-building role, raising
national awareness of access to oral health as a
social justice issue.
The foundation had been regularly bringing
state grantees together to build capacity and
support cross-state learning through in-person
convenings, webinars, and an online community beginning with the initial cohort of 18 state
grantees and expanding to a second cohort of 7
states. As this work took shape, the foundation
saw an opportunity to evolve these resources
into a more comprehensive network approach,
where stakeholders could share successful
strategies, brainstorm solutions to common
challenges, and identify common priorities.
According to DentaQuest Chief Impact Officer
Brian Souza,
We knew that people were grappling with issues
that had been solved in other places. The question was, “How do you create the infrastructure,
expectations, and dynamics to have information-sharing take place in an easy way and to allow
people to coordinate efforts across the country?”
In time, it became clear that broadening participation to include national advocacy organizations and grassroots grantees could be a powerful
method for achieving even greater impact within
and across states.

With this in mind, the foundation officially
launched Oral Health 2020, a national network
designed to bring together national, state, and
community-based change agents. In addition to
investing in network convening and infrastructure activities, the foundation also made targeted

Foundations as Network Strategists, Weavers, and Managers

The combination of network support with
strategic investments has catalyzed important
momentum on issues and conditions that were
previously viewed as intractable. In the words
of fellow funder Katie Eyes, program officer at
the Blue Cross Blue Shield of North Carolina
Foundation,
Aligning with other communities and providing
that community of practice nationwide has given
[people] a greater sense that, “Wow, other states
are doing this.” Prior to this, a lot of people [felt
that they] had tried to create change in oral health
five different ways and never made any progress.
... There is a new level of optimism based on the
national-level connection.

Caswell Evans, DentaQuest Foundation board
chair, expressed a similar sentiment:
This type of work is game-changing — it changes
the standards and develops into something that had
not existed before. … By engaging nontraditional
stakeholders who are skeptical, these stakeholders
see that this work persists and that it is not only
growing, but also makes sense.

Learning as Strategy

Patrizi, Thompson, Coffman, and Beer (2013)
advance the idea that in order to be good strategists, “Foundations need to become good
learners and to position learning itself as a core
strategy” (p. 52). The foundation recognized the
value of learning and evaluation when undertaking complex, adaptive work, and hired a team
from Harder+Company Community Research
to evaluate its efforts beginning in 2011. The
evaluation was designed to encompass all of the
foundation’s work, and evolved to reflect shifts in
its information needs, funding approaches, and
maturation as an organization.

In time, it became clear that
broadening participation to
include national advocacy
organizations and grassroots
grantees could be a powerful
method for achieving even
greater impact within and
across states.
Early on, the evaluation focused on assessing
theories of change for individual funding initiatives, incorporating best practices and insights
from evaluations of leadership development
and systems-change efforts. As the network
approach became more of a driving force in this
work, the evaluation team incorporated social
network analyses, network member surveys,
and mixed-method case studies to explore network connectivity, health, and results (Taylor,
Whatley, & Coffman, 2015). As the network’s
national goals took shape, the evaluation team
developed a dashboard to track progress on
interim and long-range national oral health
indicators. While questions and methodological approaches varied over time, the evaluation
maintained a sharp focus on strategic learning,
and the relationship between foundation staff
and the consulting team was a productive one
(Kibbe, 2015).

Accomplishments at Year Five
The foundation’s work has evolved substantially.
(See Figure 1.) Five years in, an evaluation of
the work pointed to a number of notable results
(Harder+Company Community Research, 2012).
For one thing, network members worked to create favorable conditions in their states for policy
change. This included garnering more support
for oral health by cultivating new champions
and supporters and increasing awareness of oral
health among policymakers.
The Foundation Review // 2017 Vol 9:2 13
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grants in service of network goals and strategies.
The grants included support for development
of information and data resources to inform
advocacy for oral health inclusion in policy,
background papers by national policy groups
explaining the role of oral health in overall
health, and learning communities about the role
of oral health in community resources.
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FIGURE 1 Oral Health Movement: Timeline of Key Events
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Relationships With Policymakers

Through the foundation’s network approach,
state alliances reached a large number of their
policymakers. In March 2012, just one-fifth of
the alliances reported that policymakers in their
respective states had some level of oral health
literacy. By the end of 2014, according to grantee
reports, state alliances reported forging new
relationships with almost 300 key influencers,
including elected officials, Medicaid agencies,
state advocacy groups, health insurers, and
community health agencies. Of these new relationships, 27 percent consisted of creating oral
health champions, 30 percent represented active
supporters of oral health, and 42 percent were
stakeholders with whom grantees were in conversation about oral health.
Systems and Policy Change

Foundation grantees also contributed to important systems and policy changes in their states. It
can be challenging to attribute policy change to
any one actor or action — such change typically
results from the confluence of multiple efforts,
and the windows of opportunity are emergent
14 The Foundation Review // thefoundationreview.org

2009-10

2011

2012-13

2014

201520

and not always predictable. Through OH2020,
states have strengthened their capacity to seize
these opportunities, gained influence as voices
for oral health, and catalyzed attention to the
issue. Many states saw important wins in dental benefits, and nearly all of the state alliances
bolstered their ability to support policy change.
(See Figure 2.)
• Fifteen states supported the preservation
or expansion of dental benefits. By 2014,
a majority of grantee states experienced
important successes: 10 states established,
expanded, or preserved dental benefits for
children; eight states did so for adults; and
two states expanded dental benefits across
all groups.
• Eleven states strengthened state-level oral
health infrastructure. By 2014, 11 states
reported stronger state-level leadership on
oral health either through the establishment
of a new state oral health director position
or by filling an existing position with a dental professional; seven states reported either
a newly established or updated oral health

Foundations as Network Strategists, Weavers, and Managers

FIGURE 2 Systems and Policy Wins
AL

AZ

CA

CO

DC

FL

ID

MD

MI

MS

ND

NJ

OR

PA

RI

SC

VA

WV

Dental benefits
Established, expanded, or preserved dental benefits for children
Established, expanded, or preserved dental benefits for adults 18-64
Established, expanded or preserved dental benefits for adults 65+
Included oral health in Affordable Care Act implementation
Oral health infrastructure
Established or updated state oral health plan
Strengthened state public-sector leadership on oral health
Medicaid and/or Children's Health Insurance Program
Increased reimbursement rates
Source: Harder+Company Community Research, 2016.
Source:
Harder+Company Community Research, 2016.

plan. Such improvements signal a renewed
interest and prioritization of oral health at
the state level.
• Seven states included oral health in the
implementation of the ACA. In some
states, dental benefits were included in
the Medicaid expansion. In others, they
were included in the Accountable Care
Organizations, or groups of doctors, hospitals and other health providers who voluntarily come together to deliver coordinated,
high-quality care to a defined patient population, that were formed.
• Four states established improved dental
reimbursement rates. Dental and medical
providers often cite Medicaid’s low reimbursement rates for oral health services as
a significant barrier to servicing patients
with coverage through Medicaid or the
Children’s Health Insurance Program
(CHIP). Changing rates is a complex process that involves buy-in from many different stakeholders; nevertheless, four states
reported increases to reimbursement rates
under Medicaid and/or CHIP.
In addition, a comparative analysis conducted by
Harder+Company that examined service utilization among children in states that received
significant foundation funding states versus
those that didn’t suggests that foundation support played a positive role in helping to secure
systems and policy wins. Early and Periodic
Screening, Diagnostic, and Treatment data
provide detailed reports of the dental services

received by children enrolled in Medicaid in
each state, including the proportion of children
ages 0-5 who accessed oral health services from
nondental providers. Although states receiving foundation funding started off with lower
average proportions of children accessing oral
health services from a nondental provider overall, the data depict an increase in children’s utilization of services. In contrast, utilization of
oral health services from nondental providers
decreased in states without foundation funding
(Harder+Company Community Research, 2012).
While it is not possible to link these changes to
the efforts of foundation grantees specifically, the
trend is consistent with the growing support in
funded states for interprofessional collaboration,
and the provision of oral health services by nondental providers.
Robust National Network

Today, the OH2020 network includes more
than 1,000 participants from across the country,
including foundation grantees as well as individuals and organizations that do not receive
any foundation funding. Four hundred network
members attend annual national convenings
and numerous others participate in regional
network meetings. According to a survey of
network members conducted in 2016, members
are actively engaged in the network and looking
for even more opportunities for engagement
(Harder+Company Community Research,
2016). For example, the vast majority (89 percent)
of respondents agreed or strongly agreed that
OH2020 network members are achieving more
together than they could alone and, as members,
The Foundation Review // 2017 Vol 9:2 15
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they are committed to continuing their participation in the network (94 percent). The majority of
respondents also agreed or strongly agreed that
network members share a common purpose for
the network (84 percent); members have identified strategic goals and objectives for the network
(81 percent); and network plans reflect network
goals (77 percent). Network members expressed
interest in additional peer-learning opportunities (47 percent) and additional communication
mechanisms.

the foundation to assess network health and
sustainability.

Importance (and Challenge) of Evaluation
to Driving Success

It can be tough for foundations executing longterm network and systems-change strategies
to see how far the work has come and where
it needs to go next. The evaluation played an
important role by asking hard questions about
the funding strategy, helping to illuminate progress, and supporting education of the board and
other stakeholders about the long-term nature
of systems change. Many network evaluations
focus exclusively on process: Who participates
in the network? How healthy is it? However, the
foundation’s board and staff were clear from the
beginning that process results alone would not
be sufficient. Therefore, the evaluation incorporated explicit attention to systems and policy
outcomes attributable to the work of grantees
and network members. This dual focus of learning and accountability was challenging to balance at times, but it was critical to the success of
the work. The foundation’s openness to critical
feedback and willingness to evolve its approach
in response to evaluation findings was also an
essential enabling factor.

The foundation recognized that its approach to
social impact was both ambitious and complex,
and therefore having an evaluator on board
that could provide strategic feedback and assess
progress would be critical. It commissioned
Harder+Company Community Research to evaluate its efforts and serve as a thought partner to
the foundation and its partners. The evaluation
played a critical role in helping foundation staff
to assess effectiveness of its programming and
to identify opportunities to make strategic shifts
in its approach. For example, early evaluation
activities focused on how to support grantees in
bringing fragmented stakeholders together. As
the community of practice among state grantees developed, the evaluation provided process
feedback and captured improvements in state
leadership capacity. As the network broadened,
the evaluation supported the identification of
network goals and developed a dashboard to
measure both near- and long-term progress.
(See Figure 3.) Currently, Harder+Company
and Engage R+D are supporting OH2020 and

Some funders are attracted to network and collective-impact strategies because they believe
such approaches make it possible to do “more
with less” in terms of funding. However, the
foundation’s experience suggests that network
building demands a deep commitment of time,
energy, and resources to realize long-term,
sustainable impacts. Indeed, the foundation
devotes 30 percent to 40 percent of its programming investments to network infrastructure
and support, while the remainder is dedicated
to grantmaking in service of network goals.
Network infrastructure and support includes
costs associated with convening grantees at
regional and national meetings (i.e., meeting
design and facilitation, event space, participant
lodging and travel costs), coaching and technical
assistance provided by the IISC to grantees, and
virtual interaction mechanisms such as a robust
social network, Socious connections, and webinars. It also includes resources for organizations
playing key network leadership roles as well as

Lessons: Supporting a National
Health Network
While the successes discussed above speak to the
potential value of systems change and network
approaches, they did not come easily. The foundation and its partners learned numerous lessons
along the way about what it takes to build and
sustain a national network focused on systems
change. This section outlines key factors that
proved critical to the success of this work.
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Network-Building Insights

2016 Progress on Goals (2/2)

2016
Progress
on Goals
(1/2)
FIGURE
3 Oral Health
2020 Dashboard
Goal

Measurement

Interim Progress

Goal

Measurement

More children reach age 5 without a cavity, but disparities still exist.

85% of children
reach age 5 without
a cavity, while closing
disparity gaps,

Children ages 2-5 without caries
Children
ages 2-5
Goal

72% 77% 85%

1999-2004

2011-2012

Steps being taken to establish a comprehensive measurement system
6% of children ages 0-5
in Early and Periodic
Screening, Diagnostic,
and Treatment sample
received oral health
services from a
nondental provider.

A national and statebased oral health

measurement
system in place

The 10 largest school districts provide a range of oral health services.

10 largest
school districts

have incorporated oral
health into their systems

Oral health education. All 10 of the largest school districts and their partners provide
some level of oral health education to targeted schools/students.
Screening. All 10 of the largest school districts and/or their community-based oral
health partners provide oral health screening to students in targeted high-risk schools.
Preventative services. All 10 of the largest school districts provide a level of oral health
preventative services in targeted schools to students who have parental consent.
Referrals. All 10 of the largest school districts and their partners provide referrals to
community-based oral health providers for those students in the targeted schools who
are screened and identified as having unmet oral health care needs.

Interim Progress

The School-Based Health
Alliance is working to create
a respectful, shared learning
space for the 10 largest
school districts in the U.S. to
support their work toward
the goal of all 10 districts
incorporating oral health
into their systems.

2015

Prime users of
data were surveyed
to identify priories
and challenges.

A measurement matrix
for establishing
common measures was
developed.

The foundation and its
grantees are developing
action plans to develop a
measurement system
that addresses advocates
and providers’ measurement priorities.

2020

2017

Phase 1 (2015-2017)

Phase 2 (2017 - 2020)

Develop definition of guidelines on
oral health measurement

Develop comprehensive oral
health measurement system

Oral health is integrated into 35% of person-centered care models.
Oral health is integrated
into at least

50% of emerging
person-centered
care models.

Stakeholders report that
change in practice among
primary care providers to
include oral health
screening, education, and
prevention is in its beginning
stages, with more work
needed.

Person-centered care and financing models

Comprehensive

Medicare benefits

25%

are possible.

Goal

35%

2014

50%

2015

16 states have extensive benefits for adult Medicaid recipients.
Coverage has increased in 13 states for some
or all adult Medicaid recipients since 2014.

At least 30 states
have an extensive adult
bene it.

 16 states provide extensive benefits.
 18 states provide limited benefits.
 13 states provide emergency benefits.

Work to expand Medicaid
dental benefits continues.
As of July 2016, five states
are working to expand
benefits.

100% of social media posts had a neutral or positive tone.

Grassroots grantees report that:

 3 states provide no benefits.

Oral health is
increasingly included in

health dialogue
and public policy.

Medicare does not include an extensive dental benefit.
Medicare includes

an extensive
dental
benefit.

However, advocates are working toward milestones that will culminate in the
introduction of a bill in Congress. Work is underway to:
• Convene a broad group of stakeholders to develop and execute strategy to reach this
goal.
• Define the benefit.
• Identify the core leadership team to champion the bill.
• Launch a media campaign to increase awareness about the need for a Medicare dental
benefit and garner widespread support.
• Identify and recruit a legislative champion to introduce the bill in Congress.

National symposium

participants explored
approaches to including oral
health in Medicare, shared
potential direction for a
consumer -facing campaign,
and discussed what it would
take to advance a political
campaign for an oral health
benefit in Medicare.

• Community members face
major barriers to accessing
oral health services.

Neutral
65%
Negative
<0.1%

Positive
35%

• Organizations focused on overall health and education have the greatest reach in terms of
followers. However, they also post the least about oral health.
• Posts with the highest level of engagement shared dental care tips and resources.
• Most posts offered peer-to-peer technical assistance and announced organizational events.

• Community members need
more support to engage in
recommended oral health
behaviors.
• Compared to children, adults
face more limited access
and coverage.
• There is potential in addressing oral health as an issue of
equity and social justice.

• A strong theme across posts is the growing intersection of medical and dental care.

• Score the benefit.
• Get legislation authorizing a dental benefit in Medicare introduced and work
to cultivate advocates for the implementation and funding of the legislation.

Produced by Harder+Company Community Research for the DentaQuest Foundation, 2016
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When working with such
a large group of members,
building network alignment,
capacity, and connection
are critical challenges, as
is managing the flow of
information within the network.
dedicated time for foundation to support network weaving.
It is worth noting that a national network
requires a different level of infrastructure investment, not to mention creativity, compared to
a local or regional network. When working
with such a large group of members, building
network alignment, capacity, and connection
are critical challenges, as is managing the flow
of information within the network. Below are
lessons and insights on these topics based on the
foundation’s experience.
• To facilitate alignment, or common understanding and agreement across stakeholders, it is important to clearly articulate the
network purpose and why it matters, both
for members and the broader public. Having
a set of unifying goals and targets was crucial for working in a national context in
which members can feel disjointed due to
differences in regional culture and contexts.
Identifying these, however, took time and
an inclusive process built on mutual trust
across stakeholder groups. This stands in
contrast to philanthropic initiatives that set
large goals from the outset, without grantee
and outside stakeholder involvement.
• Attention to the kinds of capacity network
members needed in order to be effective also proved critical. The IISC played
a central role in building the capacity of
members to engage in open thinking and
collaborative planning, two essential skills
18 The Foundation Review // thefoundationreview.org

for network success. Over time, however,
it became clear that members also needed
to understand technical policy issues, strategic communications, and issues of racial
equity in order to be effective in their systems work. To address this, the foundation
and the IISC brought in external experts to
advise the network on policy issues, train
people in strategic communications, and
deepen its work on racial equity. This work
was highlighted in a report by PutnamWalkerly and Russell (2016) looking at
foundations that have embraced equity as a
central focus of their work.
• Building and maintaining strong member-to-member connections requires constant cultivation as network membership
grows and changes. Connection requires a
deep belief that the density of relationships
within the network is not only the unit of
change and a measure of success, but the
very ground from which right and collective
action emerge. In-person meetings, with
time set aside for building authentic relationships, has proved essential, especially
for bridging potential divides within the
network among national, state, and community stakeholders. Virtual-engagement
mechanisms allow individuals to nurture
and maintain these relationships.
• Managing the flow of information throughout the network was also a challenge, given
its geographic dispersion. The use of a virtual platform, first on Basecamp and now on
Socious, has been an essential support for
this work, but one that has required active
management by foundation staff to be effective. Staff have continuously educated new
members in how to use the technology;
resolved frustrations, such as over-posting,
common to virtual platforms; and intentionally modeled the types of communications that stakeholders value.
Two final lessons from this work: Be explicit
about the type of network you are building,
and determine how to support its evolution
through various stages of development. The
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FIGURE 4 Evolution of the Oral Health 2020 Network

2011–2016

Fragmented
national oral health
activity

Foundation
catalyzes national
network in role as
hub

2016–2020

2020
and beyond

Scattered Clusters

Hub-Spoke

IISC’s network management approach was
strongly influenced by new thinking in the field
about different types of networks (i.e., connectivity, alignment, and action) (Plastrick, Taylor,
& Cleveland, 2014). The OH2020 network is an
alignment network in which individuals are
strategically aligned under a shared-identity and
collective-value proposition. Recognizing the
stage of a network — scattered clusters, hub and
spoke, multihub, or core-periphery — is also
critical when it comes to supporting a network
in advancing to its next stage of development
(Krebs & Holley, 2006). The foundation, the IISC,
and Harder+Company worked closely together
to map and understand progress throughout the
various stages. (See Figure 4.)
The Foundation as Network Strategist,
Weaver, and Manager

At its best, philanthropy can catalyze important
innovations that significantly improve people’s
health and well-being and redress historical inequities. At its worst, philanthropy can be experienced as undemocratic, self-aggrandizing, and
distant from community realities. Working in a

Network expands,
infrastructure
emerges,
leadership
decentralizes
Multihub

Network
infrastructure
becomes
independent
and sustainable
Core-Periphery

network context requires funders to operate in
dramatically new ways, at times challenging typical norms and practices. In the words of thought
leader Diana Scearce,
Funders know they need big platforms with diverse
players to tackle the complexity of 21st-century
problems. They also know that to do this work
well they need to act as conveners, champions,
and matchmakers, connecting people, ideas, and
resources — in addition to getting money out the
door. This means investing in more than discrete
programs and more than individual organizations.
It means catalyzing networks. (Monitor Institute &
Grantmakers for Effective Organizations, 2011, p. 2)

A key component of catalyzing networks is to
provide the backbone infrastructure support
necessary to strengthen the collective impact of
the network. Backbone infrastructure promotes
the common agenda, shared measurement, reinforcing activities, and communication that gives
rise to network impact (Kania & Kramer, 2011).
In order to support the developing OH2020 network to create a backbone infrastructure, the
DentaQuest Foundation defined a staff position
The Foundation Review // 2017 Vol 9:2 19
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The director of network strategy
focuses solely on supporting the
development of the connection,
engagement, and impact
strategies of the network.
of manager and then director of network strategy. The director of network strategy focuses
solely on supporting the development of the
connection, engagement, and impact strategies
of the network. Those strategies included three
series of grants to engage and support the network. First, a series of small grants to multiple
organizations allowed their staff the time to participate in network connection teams and work
groups that addressed backbone issues, such as
communication, sustainability, and governance
structure. Second, the foundation provided grant
investments to three network organizations to
support their capacity to allow their staff to partner with the foundation and focus almost exclusively on supporting the network infrastructure,
work groups, and convenings at the national,
regional, and local levels. Those positions formed
an important link between foundation staff
and the network membership. A third series of
grants provided small amounts of investment in
organizations to support staff participation as
statewide representatives and community-based,
grassroots representatives from the 50 states and
the District of Columbia. Together those investments support a core network-member capacity
to keep the momentum and growth of the network vibrant.
The foundation takes its role in supporting the
network seriously, recognizing that it must
authentically model a “network mindset” and
style of leadership that embraces openness,
transparency, and decentralized decision-making. This mindset can upend many of the norms
and traditional operating procedures of foundations. For example, the foundation worked with
network members to establish campaign goals
and to develop the drivers and strategies that
20 The Foundation Review // thefoundationreview.org

could bring about positive change. It invites and
incorporates broad network input into its grant
investments, rather than setting these internally
behind closed doors. The foundation has also
embraced new forms of grantee reporting that
prioritize the creation of products that funded
organizations can use to report to their stakeholders, tools the field can use to advance campaign goals, or efforts to raise awareness about
the importance of oral health issues for the public and other funders. This work has required
staff to reimagine traditional foundation processes and develop creative strategies designed
to mitigate power dynamics endemic to fundergrantee relationships.
To operate effectively as network strategists,
weavers, and managers, it was essential for the
foundation to build and maintain the commitment of its board for this type of work. Like
those at many foundations, DentaQuest’s board
has been composed of individuals from a variety
of professional backgrounds. Some members had
extensive experience in the social sector; others
had more limited experience. When foundation
leaders shifted the programming focus to systems change using a network approach, they
wisely recognized the importance of educating
not only staff, but also board members. Other
foundations considering this type of role and
work should carefully consider what resources
and supports are necessary to gain and maintain board buy-in. The DentaQuest Foundation
used a variety of strategies to cultivate support: having board members read seminal field
thought pieces, bringing in outside experts that
could speak credibly about the value of network
approaches, recruiting members that could
champion these strategies among their peers.
Inviting board members to participate in network-related events firsthand and sharing stories
that exemplified the impacts of this approach
also helped the board to “see” and “believe” in
these approaches.

Current Questions
The foundation is proud of what the OH2020
network has accomplished, but recognizes that
its work is not done. While much progress has
been made these past five years, more aligned
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Another challenge facing the network is the
changed political landscape, including the proposed repeal of the ACA. The network is already
considering the implications of these shifts;
members are monitoring changes in policy and
community health, and adapting their messaging and tactics to reflect a new context. While
the current environment certainly poses new
challenges, the network positions oral health
stakeholders to better affect change compared
to 2010, when they were scattered throughout
the country with few mechanisms to coordinate
their work and little agreement on basic priorities. What’s clear now is that the network has
the strong and enduring commitment to improving the oral health of all Americans that will be
essential to forward progress.
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action is needed to achieve and sustain the significant policy and systems needed to improve
the oral health of the American people. The
foundation is also grappling with how to help
OH2020 achieve its next level of development
as an independent and sustainable network.
The foundation has served as a hub for the network, working with the IISC to manage it and
to develop infrastructure that enables important
work to get done. Progressing to the next stage
of network development, however, will require
a transfer of leadership and management to network members along with the creation of multiple hubs supported by diverse funding sources.
Over the coming years, the foundation will be
considering whether the network is strong and
stable enough for it to begin stepping back. This
requires thinking about what kinds of structures
and supports the network will need moving forward, and what role is appropriate for the foundation in a changing context.
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Introduction
Many nonprofits must manage with tight budgets, figuring out how to keep the lights on and
meet other basic expenses while continuing
to provide essential services. When faced with
restricted dollars and an increased demand for
services, nonprofits often seek general operating support, flexible funding that can help them
cover costs that are not fundable, respond to
emerging needs, build organizational strength,
and plan proactively for the future (F.B. Heron
Foundation, 2006).
Interest is growing among foundations in assessing whether and how to offer general operating support. This type of funding appears to
be particularly appropriate when an applicant
organization’s purpose is aligned with that of
the funder and the funder has confidence in
the ability of the organization to accomplish its
goals (Brest, 2003). While there has been some
increase in the provision of general operating support (GOS), it is still not the norm and,
when offered, is often made available through
small grants (Huang, Buchanan, & Buteau,
2006). According to Grantmakers for Effective
Organizations, GOS currently accounts for about
25 percent of grantmaking (McCray, 2014). Some
foundations are now viewing it as a significant
way to ensure that nonprofits can continue to
meet their missions, weather challenges, and
build organizational capacity. This is an account
of one community foundation’s experience with
implementing GOS as part of its responsive
grantmaking to local nonprofits.

Key Points
•• In 2013, the Hartford Foundation for Public
Giving began to offer unrestricted general
operating support grants in response to
grantees’ expressed need. The foundation
hired Technical Development Corp., a
Boston consulting firm, to evaluate the
process and implementation.
•• This article shares early indicators of the
impact of the new grantmaking approach on
both grantees and the foundation. Grantee
outcomes include enhanced infrastructure
and financial health, continued progress
on strategic plan goals, and more creative
thinking about programs. Beyond the
adoption of a new funding option, the
decision led the foundation to modify its
overall grantmaking process.
•• The greatest challenge – which appears to
be a factor across the sector – has been
determining how best to capture the impact
of the investment for grantees. Partnering
from the outset provided data that helped
both the foundation and TDC to assess the
benefits of general operating support.

The Hartford Foundation for Public Giving
is the community foundation for Hartford,
Connecticut, and 28 surrounding communities. In 2015, the foundation celebrated 90
years of grantmaking in the Greater Hartford
region. It has awarded grants of more than
$687 million since its founding in 1925.
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The foundation began
considering adding operating
support to its grantmaking after
the economic downturn in 2008,
when nonprofits increasingly
requested unrestricted dollars
instead of the categorical
project funding the foundation
traditionally awarded.
The funding community of Connecticut’s
Greater Hartford region comprises many small
family and large corporate foundations, as well
as the United Way of Central and Northeastern
Connecticut and the Hartford Foundation for
Public Giving. The foundation granted $33.4
million in 2016 and is a major source of funding for the area’s nonprofits. Approximately 60
percent of the foundation’s over $900 million
endowment is held in unrestricted funds; the
remainder is held in donor-advised, field-of-interest, designated, or scholarship funds, which
restrict the foundation’s use of the dollars to
specific purposes. The unrestricted portion of the
endowment allows the foundation to provide a
wide range of support to area nonprofits, including project and capital grants; grants for special
purposes such as summer youth programs, basic
human needs, and early childhood programming; and nonprofit capacity-building grants
and services through the Foundation’s Nonprofit
Support Program (NSP).
In an effort to respond to the needs of the community and complement its existing grantmaking
strategies, in 2013 the foundation began offering GOS in the form of significant, multiyear
unrestricted grants. It set aside $1.5 million for
the first year of GOS grants, about 5 percent
of the foundation’s total grantmaking budget.
The implementation and evaluation of GOS has
shown positive results not only for grantees, but
for the foundation’s overall grantmaking.
24 The Foundation Review // thefoundationreview.org

The Path to Adopting General
Operating Support
The foundation began considering adding operating support to its grantmaking after the economic
downturn in 2008, when nonprofits increasingly
requested unrestricted dollars instead of the categorical project funding the foundation traditionally awarded. Nonprofits maintained that such
flexibility would allow them to more fully build
and sustain their organizational capacity. The
foundation had a history of supporting agency
operations, including a policy allowing 25 percent
of overhead costs as part of a project grant and
many smaller grants from donor-advised funds
for operating support. Additionally, transitional
operating support grants were made to help with
an unanticipated income shortfall. The foundation also consistently funded capacity-building
efforts through NSP, including small grants and
services in assessment and planning (including
strategic, marketing, fundraising), financial management, strategic technology, executive transitions, and evaluation.
The foundation’s board understood the desire for
GOS, but expressed concerns in three areas:
1. how to establish measurable outcomes in
order to evaluate the impact of unrestricted
dollars,
2. how to implement exit strategies to avoid
creating grantee dependency on such funding, and
3. how to ensure that the funding would not
cover previously incurred debt.
The foundation formed a staff team to address
these concerns and to develop a body of knowledge that included an understanding of the
community need, best practices in philanthropy,
and past foundation policy regarding GOS.
This research spanned 18 months and included
a review of relevant foundation policy; current
literature from the field; and feedback from its
grantee perception study, grantee roundtables,
and interviews with counterparts at peer organizations with experience implementing GOS
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The staff’s research illustrated the financial
needs within the region’s nonprofit sector, which
was still feeling the impact of the economic
downturn; documented the growing philanthropic trend toward GOS; and established the
merits of general operating support in fostering nonprofit capacity, stability and innovation (Grantmakers for Effective Organizations,
2007). Based on this research, staff developed
recommendations for a new GOS policy for
“unrestricted support given to support an organization’s mission and directed toward an organization’s operations as a whole,” which board
members unanimously approved in July 2012.
Acknowledging that this form of grantmaking
would differ from its project grants or initiatives,
the foundation determined to embrace a number
of features which, ultimately, created a learning
opportunity that informed its regular due diligence and grantmaking processes.
During its research, the team was challenged to
establish a common understanding of GOS and
how its implementation would differ from that of
a project grant. Ultimately, staff identified elements they felt would strengthen the emerging
GOS program:
• A multistep application process that
included engaging the board members of
applicant organizations, to ensure that
those selected for GOS were appropriate for
the program and that leadership understood
the foundation’s expectations.
• Application requirements designed to assess
the overall strength of the organization.

Acknowledging that this
form of grantmaking would
differ from its project grants
or initiatives, the foundation
determined to embrace a
number of features which,
ultimately, created a learning
opportunity that informed
its regular due diligence and
grantmaking processes.
The GOS application requested a narrative
discussing the organization’s programs,
governance, financial health, and infrastructure. Organizations also submitted
financial statements, current and past strategic plans, strategic plan implementation
documents, evaluation tools and logic models, a fundraising plan, and board minutes.
Board minutes were requested as a means
of understanding the strength of the applicants’ governance function.
• Grantmaking teams assigned to each
applicant comprised of community investment officers and staff from the Nonprofit
Support Program. The NSP was an essential
partner in the development and implementation of GOS, as it was anticipated that
grantees applying for GOS would use some
of the funds to build organizational capacity. NSP staff experience in assessing organizational strength, and the availability of
NSP grants and programs as a resource for
agencies not yet ready for GOS, were critical
to the success of the overall process.
• A group decision-making process that
allowed for detailed consideration of each
grant application, consistency in review, and
discussion.
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grant programs. Through these peer interviews,
staff found that while guidelines, procedures,
and even grant amounts varied considerably,
experiences with GOS funding were positive. Most funders surveyed by the foundation
reserved GOS for high-functioning agencies
whose missions aligned with the funder’s priorities. The application processes for these funders
required a thorough analysis of the applicant’s
strategic and business plans, financial condition,
and track record.
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The fact that the foundation
is a community foundation,
designed to support Greater
Hartford in perpetuity, made
GOS an interesting proposition.
• The active involvement of an outside
thought partner and evaluator during
implementation to facilitate learning and
continual improvement of the program.

Implementation
Implementation was planned for 2013, and the
foundation’s initial GOS theory of change, which
aligned with its agencywide strategic plan, identified the short- and long-term expectations for
the program. (See Figure 1.)
Technical Development Corp. (TDC), a Boston
consulting firm, was hired to advise and guide
the implementation of GOS, as well as to establish how well the expectations for the overall
program and the specifics of each grant were
being met. TDC’s role consisted of:
• assisting the foundation with the initial
implementation of the GOS grantmaking
process,
• building the grantmaking staff’s capacity
to carry out the GOS grantmaking process,
and
• evaluating the GOS grantmaking strategy.
The fact that the foundation is a community
foundation, designed to support Greater Hartford
in perpetuity, made GOS an interesting proposition. Community foundation grantees comprise
a relatively consistent pool of agencies, many of
which are funded regularly on a particular cycle.
The foundation’s regular grants are normally
declining, three-year grants, with the assumption
that the grantee will be able to find sustaining
funding for the project after three years and can
26 The Foundation Review // thefoundationreview.org

then return to the foundation for a new project.
In contrast, GOS grantees would be eligible for
three-year grants, but funding would be level
over the three years. The foundation wanted to
provide a stream of funding on which grantees
could rely for organizationwide support, and
which could potentially allow them to take some
risks in pursuing their strategic goals. As GOS
grants focused on the organization as a whole
and there was a good chance of repeated GOS
funding, including an exit strategy seemed less
important than it might have been with other
types of grants or for other types of foundations.

The First Year: Rounds One and Two
During the initial implementation of GOS, the
foundation issued deadline-driven requests for
grant proposals and reviewed applications in
cohorts or “rounds.” This allowed for easier
comparisons among the applicants, more consistent learning on the part of the foundation, and
sufficient data for evaluation purposes. During
the first year two rounds of grantmaking were
conducted, which served as the basis for the
initial evaluation.
To build and maintain consistency and alignment among participants in the process, TDC
met regularly with foundation staff throughout the first year of GOS implementation. TDC
actively facilitated the first round of grantmaking
and provided technical advice for the second
round. During the first round, TDC’s primary
focus was to facilitate the development of a
group review and decision-making process
among the foundation’s staff that would hold
everyone accountable for the criteria established for the GOS grants. After each round of
grants, staff incorporated what had been learned
to inform grantmaking in subsequent rounds.
The foundation sought to keep the process as
uniform as possible, so that all organizations
would have comparable experiences with GOS.
Similarly, there was a desire for all staff involved
with GOS grants to understand the rationale,
principles, and processes — including changes
made over the course of these early phases of
grantmaking — as the foundation’s perspective
about GOS evolved.
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FIGURE 1 Hartford Foundation General Operating Support Theory of Change
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Goal Statement: By providing unrestricted dollars that support a nonprofit’s mission as a whole, the foundation will help nonprofits enhance their infrastructure,
respond
to the needs
of the community,
take greater
risks,
and createmission
more innoGoal Statement:
By providing
unrestricted dollars
that support
a nonprofit’s
as a
whole,programming.
the foundation will help nonprofits enhance their infrastructure, respond to the
vative
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The foundation intended for GOS grants to be
more flexible than traditional project grants,
although the size of GOS awards would be
comparable. The GOS eligibility criteria were
designed to attract organizations with annual
budgets between $200,000 and $8 million that
could demonstrate operational and leadership
stability. The grantees had to meet the foundation’s general requirements for discretionary
funding, while also meeting additional baseline
criteria specific to the GOS opportunity. These
criteria were:
• a current strategic plan with a minimum of
one year of implementation remaining;
• successful outcomes on a previous discretionary grant, to demonstrate the capacity
to use grant funding effectively;
• satisfactory financial condition, ideally with
no deficits in the past three years and at
least three months of operating expenses in
reserve;
• demonstrated organizational and leadership
stability;
• for statewide organizations, a majority of
services delivered within the foundation’s

GOS Application Process
1.		 Grant inquiry: An initial screening to
determine eligibility.
2. Request for qualifications: A review of
financial condition, strategic plan, and
implementation documents.
3.		 Application: A review of narrative and
attachments related to programs,
governance, financial health, and
infrastructure.
4.		 Site visit: Meetings and discussion with
the applicant’s staff and board chair.
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funding region (given the unrestricted
nature of GOS grants, the foundation
wanted to ensure that funding was spent
within its region); and
• demonstrated community benefit and a
track record of positive outcomes.
The foundation made clear, through grantee
information sessions and FAQs posted on its
website, that the grant-review process would
be rigorous and that the bar for consideration
would be higher than for other discretionary grants. During the first round, the foundation declined 57 percent of applications.
Unfortunately, this appears to have had a chilling effect on subsequent applications; as potential grantees learned of the rigor of the process,
many chose not to apply. In the first round,
for example, 39 organizations expressed interest in applying, 11 organizations submitted a
Request for Qualifications, seven of those 11
were invited to apply, and three received GOS
grants. In most cases where an organization did
not move forward in the process, its programs
were not seen as aligned with the foundation’s
interests, the stability of finances or leadership
raised concerns, or the agency’s services were
being provided outside the foundation’s region.
Foundation staff counseled organizations that
did not meet the criteria for eligibility on ways
to strengthen their application, such as strategic
plan or board development.
Grants were awarded for three years of level
funding, and funding amounts were based on
the size of the grantee’s budget. Five grants were
made during the first two rounds of GOS, totaling just under $1.5 million. (See Figure 2).
The greatest challenge with this type of
grantmaking has been determining how best
to frame indicators and capture the impact of
the foundation’s investment. Grantees in the
first two rounds were asked to identify goals in
four categories: programs, governance, financial
health, and infrastructure, based on the organization’s strategic plan. While the purpose of
this strategy was to facilitate better evaluation
in the aggregate, it quickly became clear that
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FIGURE 2 Summary of General Operating Support Grants, Year One

Grant Amount
Over Three Years

Date of Award

The Bridge
Family Center

June 2013

$7.6 million

$375,000

COMPASS
Youth Services

June 2013

$2.1 million

$300,000

Jewish Family
Services

June 2013

$4.1 million

$330,000

Round 2: $484,500
Hartford Food
System

Dec. 2013

$450,000

$109,500

Mercy Housing
and Shelter Corp.

Dec. 2013

$5 million

$375,000

organizations were having trouble fitting their
goals meaningfully into the four categories. It
also was not clear to grantees that the selected
goals were intended as general indicators of
organizational success, not specific programs to
be funded by GOS.
TDC conducted a focus group with grantees after the first year, during which grantees
expressed difficulties in meeting reporting expectations. The foundation responded by adjusting
its reporting process to be more flexible and
inclusive of the specific goals that each organization had outlined in its strategic plan. Each
grantee’s strategic plan goals and outcomes then
became the framework for assessing organizational progress during the grant period.
The foundation also agreed to accept strategic
plan updates that agencies already prepared
for their boards, rather than requiring separate
reports on GOS outcomes. Annual reporting
included updates on strategic plan progress and
audited financials, and a short narrative with
anecdotal evidence of the benefits of GOS funding. This narrative was meant to show whether
organizations were able to be more responsive,
innovative, or flexible in their work, and how
GOS contributed to their sustainability.

During the implementation of GOS, TDC and
foundation staff made two key adjustments to
incorporate what was learned into subsequent
rounds of grantmaking:
• Refining financial eligibility criteria. The
foundation started the first round of GOS
grantmaking looking for organizations
that had no deficit for three years and that
had at least three months of operating
reserves. Unfortunately, this requirement
closed the door to many well-managed
organizations that could have benefitted
from support. Subsequently, the foundation eased some of the financial requirements, while still excluding organizations
with a structural deficit or significant and/
or multiple annual deficits. While some
operating reserves are still preferable, this
has been an area where the foundation has
also become more flexible.
• Screening out organizations earlier in the
process. The foundation’s GOS application process is more time-consuming than
that for other grants because it assesses an
organization’s overall health and management. In the first round of grantmaking,
some organizations completed the entire
The Foundation Review // 2017 Vol 9:2 29
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Annual Budget at
the Time of Award
Round 1: $1,005,000

GOS Grantees

Riemer, Frank, Rublin, and Merrow-Kehoe

Results

application process but were not awarded
a grant. To be more respectful of the time
required to complete the GOS application,
the foundation shifted questions and document reviews that disqualify an applicant to
earlier in the process.

Evaluation
Formal evaluation of the GOS process and outcomes occurred annually, and TDC provided
ongoing feedback to help grantmaking staff
respond with modifications (TDC, 2016). At the

Grantee Profile:
Jewish Family Services
Jewish Family Services (JFS) is a midsize,
multiservice organization that provides
family counseling; employment-transition
assistance; and older-adult, child, and
safety net services for people of all
backgrounds.
Over the course of the grant, the JFS saw
shifts in funding, an increase in demand
for its services, and clients with more
challenging needs. With the help of GOS, it
implemented a number of goals outlined in
its strategic plan related to infrastructure,
including separating development and
marketing functions and developing new
marketing materials. It also implemented
training for clinical staff on trauma-focused
cognitive behavioral therapy; opened a
service location in a new community to
meet behavioral-health needs of children;
and developed a program to address employment needs of people with disabilities.
By the end of the three-year grant, JFS had
exceeded fundraising goals by 10 percent,
increased the number of Child and Family Counseling clients by 15 percent, and
increased food distribution from its on-site
food pantry by 10 percent.
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end of three years, cumulative data from the GOS
grantees were used to assess the overall effectiveness of GOS grantmaking against projected outcomes as outlined in the theory of change.
To assess progress in achieving outcomes, TDC
enlisted the following strategies:
• It reviewed grantee reports and strategic
plans.
• It observed foundation grantmaking
meetings.
• It analyzed each grantee’s financial position
using annual audited statements.
• It conducted confidential, individual interviews with both GOS grantees and with
unsuccessful applicants.
• It interviewed and held informal discussions
with foundation staff.
Expected outcomes at the foundation and grantee
levels were outlined in the foundation’s GOS theory of change. While TDC and the foundation
acknowledge that the GOS grants contributed
to progress toward achieving those outcomes,
they also agree that the results are not solely
attributable to GOS funding. Overall, the evaluation concluded that grantees found GOS to be a
uniquely valuable source of funding, and that the
foundation’s process and requests for information
were reasonable and fair. The greatest challenge
for both the foundation and grantees has been to
capture the impact of the GOS investment.

Grantee Outcomes
Grantee Outcome No. 1: Enhanced
Infrastructure

Grantees were able to continually enhance
their infrastructure. Indicators used to measure
progress:
• Grantees collect, analyze, and use pertinent data to inform their work and improve
outcomes.
• Grantees’ financial health remains stable or
improves.
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Most grantees were able to hire additional staff.
The flexibility afforded by GOS allowed some to
even rethink the structure of entire departments,
which helped them better serve clients. One
grantee noted that GOS enabled it to mitigate
program siloes and create alignment and deeper
intentionality across programs.
Grantee Outcome No. 2: Progress on
Priorities and Community Benefits

Grantees continued to make progress on strategic plan priorities and continued to realize articulated community benefits. Indicators used to
measure progress:
• Grantees clearly articulate how their programs benefit the individuals served and the
impact on the broader community.
• Grantees report progress on strategic plan
goals.
• Grantees discuss adjusting goals with foundation staff, if appropriate.
For the most part, organizations were able to
achieve or make significant progress toward the
goals outlined in their strategic plans, and indicated that the availability of GOS was a factor
in this success. Most grantees were able to build
their organizational capacity through such activities as hiring staff, developing a communications
plan, updating a website, or launching a specific
fundraising campaign. In two cases, grantees
reported significant and measurable fundraising
successes, as well as increased board engagement
in these efforts. TDC also noted that discussions
within the organizations around their strategic
plans became much more consistent and robust.

Most grantees were able to hire
additional staff. The flexibility
afforded by GOS allowed some
to even rethink the structure
of entire departments, which
helped them better serve clients.
Grantee Outcome No. 3: Improved
Risk Management

Grantees demonstrated a greater willingness and
ability to take risks, and an increased ability both
to capitalize on appropriate opportunities and to
turn down those that fell short.
Indicators used to measure progress:
• Grantees demonstrate ongoing strategic
thinking and analysis related to potential
opportunities.
• Grantees’ decision-making about opportunities is grounded in data and best practices
and is aligned with the strategic plan.
• Grantees are able to seek out innovative
opportunities in their fields.
• Grantees are able to develop creative solutions to program development and implementation issues.
All grantees reported multiple examples of how
GOS has positively influenced their thinking
about and ability to try new things. Grantees
commented that while their goals remained the
same, timing and/or tactics may have changed
because of the opportunities provided by GOS,
such as startup funding or the availability of a
financial cushion.
Alternatively, several grantees noted that
research or feasibility testing led to holding off
on an expansion plan. In these cases, grantees
The Foundation Review // 2017 Vol 9:2 31
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All grantees were required to report on their
progress toward strategic plan objectives. A
review of grantee reports revealed that most
are using, or trending toward the use of, more
measurable indicators to show progress toward
desired outcomes with timelines. The foundation
did not provide a reporting template for GOS; in
some cases, the development of a reporting tool
was a positive byproduct of the grant.
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used data and analysis to ensure project ideas
were on solid ground before moving ahead. One
grantee had identified development of a new
revenue-generating project as a goal; a feasibility
study, however, resulted in an “uncertain” status
for the venture and the project was put on hold.
This type of critical assessment and the flexibility
to say no when an opportunity is not ripe was
cited as another benefit of GOS.
Grantee Outcome No. 4: Financial Stability

Grantees maintained or improved their financial
stability. Indicators used to measure progress:
• Grantee financial health remains stable or
improved.
• Grantees make progress on financial goals
outlined in their strategic plans.

Because grantees submitted annual, audited
financial reports for the three years prior to and
for each year of GOS funding, TDC and the
foundation were able to capture and analyze six
years of financial data for most organizations.
The foundation’s goal was to be able to track
the financial position of each grantee, develop a
snapshot of all grantees as a cohort, and see if any
trends or common practices emerged.
While the foundation does not believe that three
years of GOS funding is sufficient to make a
determination on the long-term financial health
of recipients, early indicators are positive. The
review revealed the following about specific indicators tied to grantees’ financial positions:
• Profit/loss – All organizations experienced a
surplus in the initial fiscal year of the grant
award as well as the next fiscal year.

Grantee Profile: Mercy Housing and Shelter Corp.
Mercy Housing and Shelter Corp. provides housing assistance and support services to people
who are homeless or at risk of becoming homeless. Within a year of the initial grant award, Mercy
faced the retirement of its executive director of 18 years as well as significant changes in the field,
including a shift away from transitional housing.
With significant unrestricted dollars from GOS, Mercy reported having the breathing room and
resources to manage these changes proactively and to rethink infrastructure and program models
with an eye to the future. It now has a contingency fund to bridge gaps in government funding,
avoiding the need for loans or layoffs. It was able to bring in a consultant to facilitate a strategic
planning process that assessed the future of the agency and its systems for service delivery and
administration. This work has led to the consolidation of programs and administrative functions
as well as changes in leadership structures, ultimately allowing Mercy to serve more clients with
reduced resources. The reformatted business model requires about half the previous subsidy
through fundraising dollars, and has allowed the organization to increase services by 83 percent
as a result of its ability to anticipate changes in the field and shift its transitional-living program
to a diversion center. Not only did this put Mercy in a better position to receive state dollars, but it
enabled Mercy to use what it has learned to help peer organizations make the shift from transitional-living programs.
According to Mercy’s executive director, Dave Martineau, “This grant is a transformative opportunity that has changed the direction of Mercy Housing and Shelter. The flexibility of this grant has
allowed us to engage people with expertise, and with this knowledge we were able to redesign our
agency to increase services while at the same time securing our fiscal stability for the future.”
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• Cash position – All the organizations
maintained or increased their days of cash
on hand. Four of the five organizations
receiving GOS in the first two rounds met
or exceeded the 90 days’ cash-on-hand
benchmark; the fifth increased from 19
days to 55 days.

In addition to measuring
grantee outcomes, the
foundation felt it was
important to monitor the
capacity of its staff to do this
type of grantmaking fairly and
consistently.

• Debt – None of the organizations took on
new debt.

Foundation Outcome No. 2:
Understanding GOS

Foundation Outcomes

The foundation’s understanding of GOS continued to evolve. Indicators to measure progress:

In addition to measuring grantee outcomes,
the foundation felt it was important to monitor the capacity of its staff to do this type of
grantmaking fairly and consistently. The evaluation also focused on the impact on overall
grantmaking as a result of implementing GOS.
Foundation Outcome No. 1:
Responsiveness to Needs

The foundation was flexible and responsive to
organizational needs. Indicators used to measure progress:
• Staff stay abreast of organizational needs
and bring pertinent information to the GOS
grantmaking process.
• Grantees believe that the foundation’s use of
GOS is responsive to organizational needs.
TDC’s interviews with grantees affirmed that
the foundation’s interactions with grantees
relative to GOS were helpful and appropriate.
Grantees expressed appreciation that foundation
staff invested significant time at the outset to
ensure that grantees understood the reporting
process. Grantees also expressed a high level of
comfort with reaching out to foundation staff
when needed.

• The grantmaking process is reviewed
and adapted in response to helpful feedback received and solicited from staff and
grantees.
• Grantees perceive the process to be fair and
manageable.
• Lessons learned from GOS influence other
grantmaking.
GOS has influenced how the foundation thinks
about the rest of its grantmaking. The NSP has
encouraged nonprofits to undertake strategic
planning. As a result, more agencies are taking
advantage of strategic planning as a way to prepare for GOS consideration and more foundation staff are asking for strategic plans as a basis
for reviewing other types of grants, including
project grants. Due to the emphasis on strategic
planning, consultants working with GOS grantees were invited to a learning session with the
goal of ensuring nonprofit plans were more consistent, and included measurable goals.
Elements of the application requirements for
GOS have been incorporated into the regular
grantmaking process. For example, as with GOS
grants, the foundation now requests one year
of board minutes for all of its responsive grants,
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• Unrestricted net assets – Four of the five
organizations saw a notable increase in their
unrestricted net assets, ranging from 30 percent to 40 percent.
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Grantees continue to make
progress in accomplishing
strategic plan goals,
have shown evidence of
strengthening and/or sustaining
their infrastructures, remain
on sound financial footing, and
have been nimble and flexible
in carrying out strategic plans
in the face of unpredictable
operating environments.
which gives foundation staff unique insight into
the priorities and governance of the organization.
Grantees reportedly appreciated the foundation’s
decisions to change its GOS reporting structure
after initial implementation and to accept strategic plan update reports prepared for grantee
boards, rather than requiring a separate report
for GOS.

Additional Questions
The foundation continues to learn from the GOS
implementation and seeks to make GOS accessible to more nonprofits in its funding region. Key
issues under consideration include:
• How does GOS apply to arts and culture
organizations? While the foundation has
relaxed some of the financial criteria, it
still does not award GOS to nonprofits
with structural deficits. Many arts organizations have structural deficits and yet may
be well situated to take advantage of unrestricted dollars.
• How can GOS be made available to smaller
organizations? The budget size of organizations in the first two cohorts of grantmaking
ranged from $450,000 to $7.6 million; the
34 The Foundation Review // thefoundationreview.org

average was approximately $4 million.
Smaller or less sophisticated organizations
whose work is important to the community
or who are a priority of the foundation may
be well-served by GOS, but may have additional capacity-building needs. Foundation
staff are exploring expanding GOS to
smaller agencies while pairing the support
with capacity-building services.
• Should organizations be able to apply for
additional GOS funding once the original
grant is closed? If so, how might the criteria and process be different? While other
funders may need to consider exit strategies
in their GOS approach, a community foundation has a pool of grantees that are likely
to return regularly for funding. Considering
this, the foundation determined that grantees would benefit from continued GOS
funding and it is now among the options,
along with project and capital grants, available to organizations that approach the
foundation. Organizations interested in a
second GOS grant must re-apply at the conclusion of their previous grant. To qualify
for continued GOS funding, an organization
must demonstrate continued progress on
strategic plan priorities, have an updated
strategic plan for the new grant cycle, and
continue to be in good financial condition.

Conclusion
Since the first five grants were awarded in 2013,
the foundation has made more than $1 million
in GOS grants to five additional organizations
and has awarded second GOS grants to all the
agencies from the first cohort. The foundation’s
total investment in GOS to date is $3.4 million.
With four years of GOS grantmaking under its
belt, the foundation has come to view this type
of funding as an essential option in its toolkit.
The significant flexible dollars provided by GOS
appear to be contributing to the results that the
foundation anticipated. Grantees continue to
make progress in accomplishing strategic plan
goals, have shown evidence of strengthening
and/or sustaining their infrastructures, remain
on sound financial footing, and have been nimble

Evaluating General Operating Support

The GOS application process has become
smoother and more institutionalized for the
foundation and nonprofits in the community.
At this time, GOS grants are reviewed and
considered through the foundation’s regular
responsive-grantmaking process, as opposed to
individual cohorts, and much of the due diligence
initiated through GOS implementation is now performed for all grantmaking. Not only is the foundation’s overall grantmaking process enhanced,
but GOS grantees are better able to achieve their
mission — tackling some of the toughest problems
in the Greater Hartford community.
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Key Points
•• This article presents the findings of a
summative evaluation of the Marguerite
Casey Foundation that was conducted on
the occasion of its 15th anniversary. The evaluation was designed to gauge stakeholders’
perceptions of the foundation’s operations to
facilitate organizational learning. In sharing
these results, the authors seek to elucidate
the role of evaluation as a learning practice
within the field of philanthropy.
•• The article describes the foundation’s
organizational elements and evolution and
discusses key themes that emerged from
qualitative data collected from foundation
leaders and staff, as well as findings from a
survey of current grantees.
•• The article presents a synthesis of the
evaluation’s findings and recommendations
for the foundation’s continued and future
work, describes its initial responses to
these recommendations, and concludes
with thoughts regarding the foundation’s
continued progress toward establishing
movement building as a philanthropic
strategy for the 21st century.

36 The Foundation Review // thefoundationreview.org

Introduction
Established in October 2001, the Marguerite
Casey Foundation has sought to build a movement to transform the lives of poor families
and children. The foundation’s evolution has
occurred in two overlapping and interconnected
phases, described here as organizational development and movement building. Developing the
organization involved establishing and refining
the foundation’s structure, mission, vision, and
strategic approach; grantmaking guidelines; and
theory of change. These key organizational elements have undergirded and guided the foundation’s efforts to build a movement that supports
poor families in becoming change agents in their
communities and the larger society. Having just
celebrated its 15th year, the foundation is entering
a new phase of exciting possibilities.
This article draws from a summative evaluation commissioned by the foundation to mark
this evolutionary milestone. The evaluation
was designed to capture stakeholders’ perceptions of the foundation’s operations to facilitate
organizational learning, which is defined as the
“process of asking and answering questions that
grantmakers and nonprofits need to understand
to improve their performance as they work to
address urgent issues confronting the communities they serve” (Grantmakers for Effective
Organizations, 2009, p. 1). In sharing these
results, the authors seek to elucidate the role of
evaluation as a learning practice within the field
of philanthropy.

Reflecting on 15 Years Through a Summative Evaluation

Organizational Development
The Marguerite Casey Foundation was established as an independent, private foundation with
an initial endowment of $600 million. Since its
inception, the foundation has developed its structure; mission, vision, and strategy; grantmaking
guidelines; and theory of change.
The foundation’s organizational structure is composed of a board of directors (board), a president
and chief executive officer (CEO), and leadership
of four units: finance and investment, administration and human resources, communications,
and grantmaking and evaluation. The board has
nine members, whose diversity spans several
dimensions including race and ethnicity, gender,
age, and personal and professional experiences.
It is responsible for ensuring that the foundation’s leadership and resources match its mission
and vision. The foundation’s president and CEO
provides leadership in establishing and implementing guidelines, policies, and procedures for
communications, grantmaking, and daily operations. To achieve these objectives, she works
closely with a staff of approximately 25 employees. The foundation’s leadership team, composed
of the president and CEO and unit directors,
ensures that key decisions, initiatives, and issues
are shared across the foundation and aligned
with its mission, vision, and overall strategy.
1

The foundation’s mission is
to build a movement led
by poor families who are
empowered to change their
communities and lives.
Mission, Vision, and Strategy

The foundation’s mission is to build a movement
led by poor families who are empowered to
change their communities and lives. This mission serves to achieve the foundation’s long-term
vision, adopted in 2003:
We imagine a just and equitable society for all,
where all children are nurtured to become compassionate, responsible, and self-reliant adults; where
families are engaged in the life of their communities, the nation, and the world; and where people
take responsibility for meeting today’s needs as
well as those of future generations.

The foundation’s vision is reflected in its strategic
approach to change — the Equal Voice strategy,
which has five components:
• Engage families to advocate on their own
behalf for policy changes that improve
the economic and social well-being of all
families.
• Build strong cross-issue networks to share
knowledge, organize constituencies of
low-income families, and pursue policy-advocacy campaigns for change.
• Bring about change through successful policy reforms driven by low-income families.
• Develop skills and leadership among families in communities.
• Use resources to build organizations’
capacity for movement building, including

Network weavers facilitate collaborative action among members of the foundation’s 14 Equal Voice networks.
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The article is organized into six sections. It first
provides an overview of the foundation’s structure and movement-building strategy. A description of the methods used in the summative
evaluation and their limitations follow. Drawing
on the perspectives and voices of key stakeholders, including foundation leaders and staff, network weavers,1 and current grantees, the third
section describes the foundation’s practices and
impact. The fourth section presents a synthesis
of the study’s findings and recommendations for
the foundation’s continued and future work; this
section is followed by a discussion of the foundation’s initial responses to these recommendations
and concluding thoughts.
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The Equal Voice strategy,
as well as the foundation’s
mission and vision, drive its
grantmaking guidelines and
theory of change.
financial sustainability (Marguerite Casey
Foundation, 2014).
These components reflect the foundation’s recognition that to support a movement that gives
visibility and voice to low-income families,
organizations must work across issues, regions,
races and ethnicities, and egos. The Equal Voice
strategy, as well as the foundation’s mission and
vision, drive its grantmaking guidelines and theory of change.
Grantmaking Guidelines

The foundation has several grantmaking guidelines. First, it does not accept unsolicited proposals, which are viewed as an inefficient use of
time and resources for the foundation and most
grant applicants (Marguerite Casey Foundation,
2014). Rather, it solicits funding proposals from
specific organizations that embody the foundation’s mission and the Equal Voice strategy.
Secondly, the foundation works with cornerstone
organizations in the 13 states with the highest
concentrations of poverty, organized in four geographical regions: the South, Southwest, West,
and Midwest.2 Cornerstone organizations are
those that play a central and sustained role in the
activism of poor communities.
Third, through long-term general support
grants, the foundation provides organizations
with the flexibility to build internal capacity and
refine their programmatic strategies in response
to changing conditions. The foundation primarily awards 36-month, renewable grants in the
range of $300,000, although smaller grants over

shorter time frames are also provided. Fourth,
the foundation follows a three-step process of
grantee engagement and continuous improvement, which has become its brand promise: “Ask.
Listen. Act.” That is, in realizing its mission, the
foundation adjusts its work as it asks questions of
grantees and families, listens to their responses,
and then acts.
Finally, the foundation takes a cross-issue
approach to funding, which recognizes that
the issues facing poor families are not discrete
but interconnected and therefore require comprehensive and inclusive action (Vega-Marquis,
2012). The foundation’s grantmaking guidelines
are best understood within its theory of change,
which has evolved alongside the organization.
Theory of Change

The foundation first developed a theory of
change in 2005, revised it in 2007, and did so
again in 2014. Its most recently updated theory of change was the result of an interactive
process that incorporated feedback from key
stakeholders and guidance from experts in the
field of organizational assessment. The updated
theory of change depicts the causal chain linking foundation goals, core strategies, and anticipated outcomes. Important elements include the
foundation’s resources, brand promise, and its
longtime commitment to using a racial-equity
lens to guide its work. This lens is reflected in
the composition of the board and staff as well as
in its grantmaking and communications, which
recognize and seek to dismantle the structural
barriers to equity disproportionately faced by
communities of color.
At the center of the theory of change are
the foundation’s overlapping strategies of
grantmaking and communications, which are
viewed as equally relevant to movement building (Vega-Marquis, 2014b). It is also informed
by the knowledge that media representations of
poor families have a direct influence on public
attitudes and beliefs, and ultimately the policies
that grantees seek to influence (Bullock, Fraser

2
The foundation has also established a “national” funding category to support organizations whose work with poor families is
national in scope.
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Movement Building
In July 2002, the foundation prepared for its first
year of grantmaking by commissioning 40 papers
from practitioners, interviewing experts in the
field of child welfare, and conducting listening
circles in six cities that were chosen to reflect a
diversity of regional, cultural, ethnic, and socioeconomic perspectives. Each listening circle
was attended by an average of 100 participants,
including community organizers and advocates,
and representatives from government agencies
and higher education institutions. Participants
were asked: What creates strong families and
children? What would it take to change the child
welfare system and other systems that impact
the lives of families and children? How would
you leverage $30 million a year to ensure the
well-being of children, families, and communities? Findings from these activities consistently
pointed to the need to focus on families and
support organizations and their constituents
in advocating for systems change (Marguerite
Casey Foundation, 2014).
In 2005, the foundation commissioned additional
research in the form of a survey of 1,500 families, the majority of whom were living near or
below the federal poverty threshold. The survey revealed that the overwhelming majority
of participating families were uncertain how
to address the economic marginalization that
they understood to be structural (Vega-Marquis,
2014a). This finding further underscored the
need to provide resources to support grantees in
empowering and mobilizing disengaged families. Collectively, these data-gathering initiatives
laid the groundwork for a milestone in the foundation’s movement-building efforts — the Equal
Voice for America’s Families Campaign.

The Equal Voice for America’s
Families Campaign

In 2007 the foundation assembled a group of
grantees, referred to as the movement-building
study group, to consider the question: What
would it take to spark and sustain a movement
that elevates the voices of poor families across
the many issues that impact their lives? The study
group’s response was to directly ask poor families.
This led to 65 town hall meetings where 15,000
participants discussed their greatest concerns
and identified eight interrelated issues integral to
a comprehensive approach to address the challenges families face. These issues — child care,
criminal justice reform, education, employment
and job training, health care, housing, immigration reform, and safe and thriving communities
— were used to develop the Equal Voice National
Family Platform with related recommendations
for local, state, and federal policy changes. In
September 2008, the foundation gathered another
15,000 families in three locations (Chicago, Los
Angeles, and Birmingham, Alabama), connected
through technology, to ratify the platform. In
2009, a delegation of 150 families presented the
platform to elected officials in Washington, D.C.
(Marguerite Casey Foundation, 2012).
Strengthening Movement Building:
Post-Campaign Activities

Since 2008, the foundation has engaged in several activities that have advanced its movement-building efforts. It has expanded its two,
initial subregional Equal Voice networks, in the
Rio Grande Valley and the Mississippi Delta, to
14–13 networks in nine states in four regions,
and one national network. These networks promote intergrantee communication and collective
action across issues with the support of network
weavers, whose work is funded by grants from
the foundation but who are hired by and report
to their respective networks (Nyhan, 2016).
In 2009, the foundation created Equal Voice
News, an award-winning, online news source for
in-depth coverage of grantees’ work and policies
that affect poor families.3 The communications

3
In 2016, Equal Voice News received a second-place award from the Society for Features Journalism, in the Division Three
video storytelling category, for its story “The Dignity of Living: America’s Home Care Aides.” See https://featuresjournalism.
org/sfj-28th-annual-award-winners-by-category/
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Wyche, & Williams, 2001). The updated theory
of change provides a road map for evaluating
the foundation’s processes and progress toward
building a movement that elevates the voices of
poor families. (See Figure 1.)
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FIGURE 1 Marguerite Casey Foundation 10-Year Theory of Change
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In addition, the foundation is building a critical
mass of youth leaders. Specifically, it partnered
with grantees to create a youth-engagement
project and developed a documentary, Maria Full
of Hope, and companion youth-empowerment
toolkit.4 In 2012, the foundation also began to
recognize youth leaders dedicated to improving the lives of families and their communities
with the Sargent Shriver Youth Warriors Against
Poverty Award.5
The foundation has also continued to hold local,
regional, and national convenings to facilitate stakeholder interaction and collaboration
(Wong, 2016). In 2012, for example, the foundation held an online convention that brought
together 15,000 families connected via phone,
social media, and in person to collectively revise
and expand the Equal Voice National Family
Platform. (See Figure 2.)
Finally, the foundation identified five indicators of
successful movement building within the Equal
Voice framework — policy impact, family engagement, network development, organizational
capacity building, and leadership development —
that serve as important measures of progress:
• Policy impact refers to policy reforms
(passing or blocking a policy as well as preventing cuts or other changes) at all levels — local, regional, and national — that
improve the well-being of families.
• Family engagement consists of families
defining issue priorities and being actively
involved in policy and campaign work.
• Network development refers to how successfully grantee organizations sustain

FIGURE 2 2012 Equal Voice National Family
Platform Issues

• Child care
• Criminal justice reform
• Education
• Elder care
• Employment/job training
• Environment
• Food security/
access to healthy food
• Health care
• Housing
• Immigration reform
• LGBT rights
• Transportation
• Youth engagement
Note: For full description of issues, see
http://caseygrants.org/equalvoice/nationalfamily-platform/

relationships with families and other groups
to build power and coordinate efforts to
bring about change.
• Organizational capacity is the degree to
which organizations have the skills, knowledge, leadership, and resources to achieve
their missions.
• Leadership development refers to how successfully families are provided with education and training to empower them to
speak out and take action, be recognized
as spokespeople in their communities, and
educate others.

4

See http://caseygrants.org/hope/index.html

5

To learn more about this and other foundation awards, see http://caseygrants.org/about-us/awards.
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team also uses social media, targeted campaigns,
grantee profiles, the foundation’s monthly newsletter, news stories, and the Equal Voice quarterly magazine to influence coverage of issues of
national importance to low-income families and
build support for the foundation’s mission.
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The primary goal of the
summative evaluation
was to provide a holistic
understanding of stakeholders’
perceptions of the Marguerite
Casey Foundation as a change
agency seeking to empower
poor families.
Thus, with 15 years of progress behind it, the
foundation saw 2016 as an opportune time to
reflect on its work to date and contemplate next
steps toward realizing its mission and vision. The
summative evaluation was designed and written
to facilitate this learning process.

Evaluation Methods
The primary goal of the summative evaluation was to provide a holistic understanding
of stakeholders’ perceptions of the Marguerite
Casey Foundation as a change agency seeking
to empower poor families. Accordingly, the
evaluation employed a multisource, multimethod approach.
After an extensive review of the foundation’s literature, including newsletters, reports, and webbased materials, primary data collection began
in October 2015 and occurred over six months.
Data-collection activities involved:
• semi-structured, individual interviews with
the foundation’s president and board,
• focus group and individual interviews with
the foundation’s leadership team and staff,
• a qualitative survey for network weavers, and
• a quantitative survey with open-ended questions for current grantees.
6

These activities resulted in the collection of qualitative and quantitative data from 11 foundation
leaders and 20 staff members, 12 network weavers, and 139 current grantees. Data were analyzed as described below.
• Qualitative data analysis. The 31 audiotaped
interviews and 12 qualitative surveys were
transcribed into Microsoft Word files and
imported into Ethnograph 6.0, a qualitative
data-analysis software program, for coding.
Coding proceeded using first deductive and
then inductive strategies. Some codes were
created prior to the categorizing stage of
data analysis based on evaluation objectives.
Other codes emerged from the process of
reading and rereading the transcribed interviews. A total of 50 primary and secondary
codes were generated. After initial coding,
the authors met to discuss their impressions
and reduce the codes to key themes related
to the foundation’s current activities and
future development.
• Quantitative data analysis. Of approximately 187 current grantees, 139 (74 percent)
responded to a confidential online survey
about their perceptions of the foundation.
A database was created using Stata 14 and
analyzed in four stages. First, seven perception scales were created.6 Then, overall scale scores and items were analyzed
using exploratory descriptive statistics. In
the third stage, grantee data were examined across key dimensions: geographical
scope — South, Southwest, West, Midwest,
and national; organization size, as defined
by number of paid, full-time employees;
years of operation; and years of funding.
Finally, open-ended responses were coded
and integrated into the quantitative analysis
to supplement survey results and expand
understanding of grantees’ perceptions.
While extensive data were collected, limitations
of the research design and approach are important to consider when interpreting the findings. Specifically, researchers strived to reduce

All scales have strong internal consistency, ranging from 0.81 to 0.95.
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Additionally, while interviews and focus groups
provide excellent opportunities to gather
in-depth information from key stakeholders,
they, too, may be limited by participants’ desire
to share positive information. This is especially
true in focus groups, where participants may fear
appearing disloyal or critical in the presence of
other colleagues. We attempted to address this
limitation by conducting confidential individual
interviews with as many respondents as possible.
In addition, specific questions were included in
the focus-group interviews to prompt consideration of challenges and areas for improvement
as well as accomplishments. Thus, while limitations were present, efforts were made to generate
findings useful for the purpose of organizational
reflection and learning. These are shared in the
following section.

Findings: Perceptions of Leaders,
Staff, and Network Weavers
Drawing on responses from foundation leaders and staff and from network weavers, three
themes emerged to describe the foundation and
its overall performance: organizational climate,
defined as the conditions within the foundation
as experienced by key stakeholders; perceptions
and support of grantees; and accomplishments
and areas of impact.7

[T]hree themes emerged to
describe the foundation and
its overall performance:
organizational climate,
defined as the conditions
within the foundation as
experienced by key stakeholders;
perceptions and support of
grantees; and accomplishments
and areas of impact.
Organizational Climate

Participants identified four characteristics that
defined the foundation’s organizational climate:
mission, diversity, support, and collaboration.
1. Mission. The foundation was widely
described as ethical and mission-driven,
a sentiment expressed across participants
regardless of their roles, professional experiences, and years with the foundation.
They valued the foundation’s mission and
closely identified with it, commenting on
its “complexity,” “boldness,” and “breadth”
and describing it as “motivating” and
“gratifying.”
2. Diversity. Participants also favorably viewed
the foundation’s commitment to diversity,
which they noted was visible throughout
“every level” of the organization. One board
member remarked on “the deliberate and
open perspective and priority around diversity, not only in program work and how the
grants are made, but in the leadership and
personnel of the organization itself.” While
this commitment has presented staffing
challenges, given the foundation’s location

7
Themes are presented to reflect participants’ perceptions in a holistic, rather than quantifiable, manner. Direct quotes are
used to provide evidence of and illustrate these themes. A similar approach was taken when describing grantees’ open-ended
survey responses.
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positive bias toward the foundation by ensuring confidentiality and anonymity. However,
participating grantees are currently receiving
funding, which may have reduced the likelihood
of critical responses. Recognizing this limitation, the researchers were especially attentive
to options clustered around seemingly neutral
responses (“slightly agree” or “slightly disagree”).
Moreover, surveys, by design, limit stakeholders’ responses. To address this limitation, the
researchers included open-ended questions that
allowed participants to share comments and
concerns outside of their responses to the closedended items.
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Participants especially valued
three key areas of grantee
support: long-term general
funding; the “Ask. Listen. Act.”
brand promise; and network
support. Each area was seen
as having a positive impact on
movement building.
in a state with limited racial and ethnic
diversity,8 its persistence and success were
seen as distinguishing features.
3. Support. Staff members also reported that
they felt supported by the foundation; one
participant observed that it “takes really
good care of its people.” Staff especially
valued the fair and competitive compensation and opportunities for transitions
within the organization as their interests
and skills evolved.
4. Collaboration. Participants also described
the foundation’s climate as caring and collaborative; teamwork and collegial support were commonly identified features of
the work environment. One staff member
observed that when conflicts arise, staff
“don’t get stuck in the problem, they get
stuck in the solution.”
Perceptions and Support of Grantees

Participants also identified the foundation-grantee relationship as central to the foundation’s identity and work. At the core of its
work is the selection and support of grantees
and the strengthening of their work through
regional networks. Qualitative interview and
survey data indicate that participants valued and
were inspired by grantees. In particular, staff
members described them as “partners” and said
8

that building trusting relationships was “key to
advancing an agenda to eradicate poverty.”
Participants especially valued three key areas of
grantee support: long-term general funding; the
“Ask. Listen. Act.” brand promise; and network
support. Each area was seen as having a positive
impact on movement building.
1. Funding. One network weaver described
the foundation’s approach to grant funding
as “ingenious.” Board members viewed it
as a sign of trust: As one member said, the
foundation “is willing to give support to an
organization without strings attached; that
gives power to that organization. The [organization] is being trusted.”
2. “Ask. Listen. Act.” The foundation’s brand
promise — asking questions and listening
to the responses of grantees and families
before “acting” — was also viewed positively. A staff member described grantees’
response to this promise: “We go into places
and you can tell that they anticipate that
we’re going to talk with them and listen to
them about the work that they do. We’re
not coming in to tell them what to do.”
3. Network support. The foundation’s support
for regional networks and network weavers
was also viewed as noteworthy. Participants
remarked that this support was empowering rather than prescriptive, aligned with
the foundation’s principles of mutual trust
and respectful engagement with grantees.
Network weavers agreed; one stated, “I
appreciate the way this foundation operates.
They support real organizing and they don’t
dictate how their grantees or their weavers
do the work …!” While valuing the support
provided, some network weavers expressed
the need for additional assistance, especially
in the area of communications, “to better
tell … [their] stories to decision makers.”

For Washington state population demographics, see http://www.census.gov/quickfacts/table/PST045215/53.
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Accomplishments and Areas of Impact

1. Policy impact. Participants identified
grantee and network impact on policies
central to the Equal Voice platform as key
accomplishments. They cited statewide policy wins in California9 and local policy wins
— especially in the South and Southwest,
where grassroots organizing and community mobilization are not as well developed
or funded. While participants noted the
importance of these policy wins, they also
recognized their tenuousness and the need
for continued work by grantee organizations and networks to create lasting change.
2. Network development. The foundation’s
support for regional networks and network
weavers was also seen as noteworthy. A
staff member said, “I think one of the biggest accomplishments of the foundation has
been the creation of the Equal Voice networks. It has brought regional organizations
together under one goal, and that’s to move
low-income families out of poverty.”
3. Leadership development. Specifically, participants noted the foundation’s impact on
the development of grassroots leaders and
the creation of a pipeline for these leaders to
move into elected positions on city councils
and in state legislatures. Other participants
were especially proud of the foundation’s
youth-leadership initiatives, which they saw
as critical to sustaining movement building.

5. Incubation of a membership organization.
The incubation of an independent, 501(c)
(4) national membership organization,
known as Equal Voice Action, is viewed as
a strategy to complement the foundation’s
existing work to elevate the voices and
expand the power of families and communities in poverty.
6. Influence on the field of philanthropy.
Participants viewed the foundation as an
innovative and leading-edge organization,
and were committed to demonstrating the
merits of its philanthropic approach. A staff
member explained, “We are in social justice
philanthropy and … we have a role to play
in being visible and making sure that we’re
showing the [Equal Voice] strategy works.”
To realize this role, another staff member
observed, the foundation must expand its
outreach to external audiences.
While acknowledging that the foundation’s
mission is not complete, participants were
enthusiastic and optimistic about its progress to
date. These sentiments were largely echoed by
current grantees.

Findings: Perceptions of
Current Grantees
The foundation has provided financial support to
approximately 450 organizations whose primary
mission has been to empower poor families in
a national fight against poverty, and currently
funds about 187 grantees in regional and national

9
With the passage of Proposition 30 in 2012, Californians temporarily raised tax rates to help prevent more than $5 billion in
education cuts and restore the fiscal health of schools. Proposition 47, passed in 2014, reduces certain drug-possession felonies
to misdemeanors.
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Finally, participants identified a number of significant accomplishments that have advanced the
foundation’s goal of establishing a transformative
movement that centers on the voices of poor
families: policy impact, network development,
leadership development, strategic communications, incubation of a membership organization,
and influence in the field of philanthropy.

4. Strategic communications. Participants
identified the foundation’s communications
strategy as a key accomplishment. One
staff member singled out Equal Voice News,
“which always tries to elevate the voices of
families, especially working and low-income
families and individuals.” The overlapping
roles of communications and grantmaking
in the foundation’s movement-building
efforts was also noted.
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portfolios.10 Below, grantees’ responses are organized using the seven perception scales, which
also represent components identified in the literature as relevant for building productive and sustainable relationships between funding agencies
and grantees (Foster & Ditkoff, 2011).
Current grantees’ general impressions of the
foundation were overwhelmingly positive (mean
score = 5.58 out of 6). (See Figure 3.) Of note,
more than two-thirds of grantees strongly agreed
with items concerning the foundation’s trustworthiness, contributions to the well-being of poor
families and children, and expertise in the condition of poor families. Grantees’ positive perceptions were clear in their qualitative responses as
well; they described the foundation with adjectives such as “critical,” “precious,” “instrumental,” “progressive,” and “invaluable.”
Grantees’ perceptions of the Equal Voice strategy were largely positive, but less so than their
general impressions of the foundation (mean
= 4.92 out of 6). (See Figure 4.) Respondents
showed higher levels of agreement with the
two items measuring their knowledge about
the Equal Voice strategy than with the two
others, measuring their attitudes (5.15 and 4.91
versus 4.77 and 4.78). Specifically, items concerning the role of the Equal Voice strategy for
focusing grantees’ work and making them feel
part of a national movement had the highest
levels of slight agreement, and about 10 percent
of respondents reported slight disagreement.
Mixed perceptions about the Equal Voice strategy were also reflected in grantees’ open-ended
survey responses. A majority of grantees recognized the importance of the strategy for
connecting with other grantees and gaining visibility. However, others voiced uncertainty and
the need for clarifying information (e.g., “The
Equal Voice strategy and structure has been a
little confusing sometimes.”).
Current grantees’ perceptions of shared goals
and alignment with the foundation were

overwhelmingly positive (mean score = 5.53 out
of 6). (See Figure 5.) About two-thirds (63 percent) of participating grantees strongly agreed
that their organizations share the foundation’s
mission and goals. One grantee, for example,
observed, “Our organization practices undoing
racism in all aspects of our work. These principles are in tandem with the mission and goals of
the foundation.” However, lower levels of strong
agreement were observed concerning their own
understanding of the foundation’s mission and
goals (48 percent), awareness of its activities and
initiatives (46 percent), and whether the foundation is going in the right direction (44 percent).
Grantees also valued the foundation’s support for
their organizational functioning (mean score =
5.53 out of 6). (See Figure 6.) About 90 percent of
grantees strongly agreed that the funding makes
their work possible and is relevant for expanding
or deepening their work. Likewise, nearly twothirds strongly recognized the relevance of the
funding to helping them meet their objectives.
Items concerning the foundation’s support for
increasing visibility and networking, although
still favorably perceived, had the lowest levels of
strong agreement (44.5 percent and 47.8 percent,
respectively). Qualitative responses corroborated
grantees’ positive perceptions. According to one
respondent, “Funds from [the foundation] are
critical to our organization’s ability to stay agile
and respond to community concerns in a way
that matters.”
Current grantees positively viewed the foundation’s understanding of their organizations
(mean score = 5.33 out of 6). (See Figure 7.) One
participant stated that the “Marguerite Casey
Foundation has supported our work by always
being understanding of [our] mission and finding ways to connect us with opportunities to
fulfill our mission.” The lowest level of strong
agreement (40 percent) was observed regarding
the foundation’s understanding of the challenges
inherent in their organizations’ work.

Unlike the regional portfolios, which consist primarily of cornerstone organizations, the national portfolio includes a variety
of groups – philanthropic infrastructure organizations, policy-research institutes, national organizing networks and advocacy
organizations, and technical-assistance providers.
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FIGURE 3 Grantees’ General Impressions of the Foundation
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No open-ended comments were reported for this section.
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FIGURE 8 Grantees’ Understanding of Foundation’s Processes and Procedures
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understood their organizations’ goals, concerns,
framework to help guide its grantmaking and
and challenges.
evaluations. Additional progress has focused on
12

These results may be partially explained by differences between the regional and national portfolios.
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Results

Demonstrating the significance
of evaluation as a learning tool,
the foundation has developed
several initiatives in response
to the recommendations of this
summative evaluation.
movement building. Specifically, the foundation
has developed the Equal Voice National Family
Platform, a comprehensive agenda for policy
change, with the guidance and input of tens of
thousands of low-income families. It has built
13 regional networks and one national network
and provided support for network weavers. The
foundation has also developed a communications strategy and infrastructure that is synergized with grantmaking to advance its mission.
These accomplishments embody key elements
of movement building as described by policy
consultants Barbara Masters and Torie Osborn
(2010): organizing an authentic base of individuals and communities “affected by the social conditions that the movement is seeking to change”
(p. 16); vision and ideas that provide a common
narrative and clear objectives for the role of government; alliances that facilitate work across
issues and organizations; and an advocacy infrastructure with a range of skills, resources, and
expertise to close the gap between communities
and the “seats of power” (p. 22). Recognition of
these accomplishments and overwhelming support for the foundation’s continued efforts characterized the evaluation’s findings. However,
areas for organizational improvement also
emerged. Most prominent among these were
suggestions for enhanced relationships and communication among the foundation, grantees, and
network weavers.
The evaluation findings suggest that while
grantees appreciate the support of the foundation and identify with its mission, for some,
there is a gap in their understanding of the
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foundation’s procedures, expectations, and
activities. Other grantees reported a similar gap
in the foundation’s understanding of the complexities inherent in their work. As Buteau and
Buchanan (2013) contend, when building collaborative relationships with grantees it is very
important to have the right balance and frequency of interactions. Some grantees believed
that the foundation has achieved both, but a
smaller group of grantees and network weavers
expressed the need for additional support. Thus,
as the foundation reflects on its future engagement with grantees and network weavers, type,
balance, and frequency of interactions are areas
for consideration.
To further advance the foundation’s communications strategy, participants identified three
areas for continued and future work. One area is
to help build the capacity of networks to better
craft and communicate their “stories” in order
to advance their agendas. Another is to review
messaging and materials to ensure that all grantees understand the different strategies and tactics
that share the Equal Voice brand: Equal Voice
strategy and framework, Equal Voice networks,
Equal Voice National Family Platform, Equal
Voice News, and Equal Voice Action. A third area
is to identify communication strategies that will
continue to broaden the foundation’s audience
and expand its influence in the field of philanthropy. Thus, as the foundation moves forward,
thinking through how it will effectively meet its
own communications needs as well as those of its
grantees and networks should be key focus areas.

The Foundation’s Response
Demonstrating the significance of evaluation as
a learning tool, the foundation has developed
several initiatives in response to the recommendations of this summative evaluation. In particular, it has sought to further strengthen grantee/
foundation relationships and expand its communication efforts. To promote more frequent
and consistent contact with staff, for example,
the foundation has restructured its grantmaking
unit to form “cross-regional teams.” Each team
includes two program officers and a program
assistant, and works closely with two regions

Reflecting on 15 Years Through a Summative Evaluation

Less-positive perceptions of support from and
connection to the foundation by national grantees were also important findings. In response,
the foundation has reorganized the management
of the national portfolio, which is now shared
among program officers to strengthen connections between national and regional grantees. This new arrangement will also allow the
foundation to better leverage the expertise and
resources of national grantees to deliver assistance to regional grantees.

Based on the evaluation results, strengthening
foundation/grantee/weaver relationships and
communications were identified as key areas
for improvement. After reflecting on these recommendations and other findings in the report,
the foundation has begun several initiatives to
address these areas. It thus demonstrates the
important role that a summative evaluation can
play in assisting philanthropic foundations to
better understand and respond to the needs of
their grantees as they work to address the urgent
issues of our time.
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To further enhance communications with grantees and build on its existing assessment strategies, the foundation has instituted a relationship
management tool. The tool ensures that program officers have regular conversations with
grantees about their activities, changes in staff or
leadership, and issues related to governance and
finances. It thus provides program officers with
critical information to assess grantees’ organizational health and effectiveness.
In response to the confusion about the Equal
Voice brand among some respondents, the communications team is working with all staff to
ensure continuity and clarity of message. And
finally, the foundation is shifting its communications efforts to broaden its audience and advance
its role as a philanthropic leader, while remaining committed to featuring the work of grantees
and networks and elevating the voices of low-income families.

Conclusion
The immensity and complexity of movement
building has required that the Marguerite Casey
Foundation embody its brand promise to “Ask.
Listen. Act.” Its 15th anniversary summative
evaluation was conducted to facilitate this ongoing commitment to continuous improvement.
The Foundation Review // 2017 Vol 9:2 51
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to foster more cross-regional communication
and analysis, provide peer support to program
officers, and guard against silos. While each
program officer remains the lead for a particular regional portfolio, they now partner with a
co-program officer to share knowledge and experience across regions.
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This change culminated in a more recent evolutionary shift, which was to apply systems
thinking to foundation efforts to improve outcomes for children, families, and communities.
Applying systems thinking — the intentional
application of an understanding of the interrelationships, linkages, interactions, and influences
that shape the individual actors in a larger system — was part of a larger systems-building
effort. From the foundation’s perspective, it was
an effort to respond more comprehensively to
the needs within its geographic region.
Since the beginning of the initiative, the foundation’s Early Childhood Investment Team
engaged national and local experts from the
sector to inform the foundation’s overall
approach to improving early childhood outcomes. It was in this capacity that the foundation
began its relationship with the UCLA Center for

Key Points
•• This article describes how the Hartford
Foundation for Public Giving, with a
subset of its grantees and their program
recipients, teamed with the UCLA Center for
Healthier Children, Families & Communities
to redesign its evaluation process.
•• The foundation’s shift from traditional
program evaluation to a more participatory,
learning-focused approach resulted in new
tools to assess variables that had been
previously unexamined but were critical to
program success.
•• This article examines the redesign process
and those new tools – the data from
which are being used to improve employee
engagement and front-line practice as part
of a cross-agency learning network – and
concludes with a discussion of reflective
practice and actions taken and with a
summary of lessons learned.

Healthier Children, Families & Communities.
Part of UCLA’s appeal for the foundation was
its involvement in testing and prototyping systems approaches to improving outcomes for
young children and their families. Two of those
efforts — the Hope Street Family Center and
the Magnolia Place Community Initiative, both
in Los Angeles — provided working examples
of applying a systems approach to the development and work of neighborhood-based family
centers. Both pay specific attention to aligning
a cross-sector network of agencies to provide an
integrated set of services and supports.
The Foundation Review // 2017 Vol 9:2 53
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Introduction
The Hartford Foundation for Public Giving’s
early childhood initiative, Brighter Futures,
was launched in Hartford, Connecticut, nearly
25 years ago. Over the years of early childhood
investment, the foundation’s activities progressed from targeted support of key programs
in discrete areas — early education, family support, child health — to a more community-based
approach focused on building the capacity of
neighborhoods, communities, and municipalities. The foundation’s approach continued to
evolve as it built on that new orientation, and
included offering additional support to enable a
more holistic, integrated effort to address the full
range of needs of children and families.

Bowie and Sussman

The work included the
introduction of new tools
and processes to examine
professional practice as
well as an assessment of
families’ accounts of their
experience of care.
Tools
Since the inception of its Brighter Futures initiative, the foundation had been investing in
neighborhood-based family centers. There are
currently six centers, which are overseen by
three community-based organizations (CBOs)
and continue to receive some operating and program support from the foundation. The Early
Childhood Investment Team introduced UCLA
to a group of center staff and CBO leaders during
a foundation-sponsored visit to Los Angeles; this
group also met with staff from the Magnolia
Place Community Initiative and the Hope Street
Family Center. After receiving good feedback
from the visit, the foundation contracted with
UCLA to conduct an assessment of the Hartfordarea centers and gauge the potential for and
overall interest in a redesign of the centers. The
assessment drew a highly positive response from
the centers’ staff, involved parents, and the local
CBO leadership, and the foundation engaged
UCLA to implement the redesign.
The redesign process adapted some of the
seminal thinking on user-centered design
(Brown, 2009), reflective practice in organizational-change management (Senge, Scharmer,
Jaworski, & Flowers, 2004), and improvement
methods (Langley et al., 2009; Deming, 1986).
The work included the introduction of new tools
and processes to examine professional practice
as well as an assessment of families’ accounts of
their experience of care. The new data were to
be used for both individual and collective reflective processes that enabled staff and parent leaders of the six centers and CBO leaders to adapt
their practices in a timely and responsive way,
54 The Foundation Review // thefoundationreview.org

look at patterns across settings, and pilot new
approaches that may have applicability to other
agency programs and activities.

The Redesign of the Family Centers
Since their inception, the Family Centers have
spent considerable time defining the uniqueness
of their role, purpose, and impact. For their first
15 years, an external evaluator assessed the centers’ impact on enrolled children and families.
The role of staff in these assessments largely
involved submitting data about families participating in center programs, and the evaluator
shared findings with staff on a semi-annual basis.
The foundation coordinated annual discussions
of the results. Among the important findings
uncovered in this process was that center programs had a more significant positive impact
on child outcomes than did the same programs
offered elsewhere. As awareness of the centers
and their impact grew, other funders proposed
and supported new programs; the CBO leaders
also supported the addition of programs. But each
of these new programs, often funded by other
sources, came with their own accountability
measures — and the centers were soon responding to a dizzying array of evaluation interests and
monitoring requirements. In addition, the CBOs
often added questions related to their own areas
of interest to the center evaluations.
While they recognized the value of such assessments, center staff often reported that they felt
overburdened by demands for data that were
often duplicative and that did not yield meaningful information about their work with families.
Moreover, they strongly asserted that the roots
of their programmatic success with children and
families were not in what they had to offer — but
in how they offered it. Thus, the challenge confronting UCLA was to introduce data and measurement that would demonstrate how the work
of improving outcomes for young children was
accomplished. It would require a major shift in
perspective from all involved.
The original approach of the evaluation was
to identify and implement the “right” program model or intervention. Fidelity to an evidence-based program or intervention was key,

A Redesign Process: Taking a Systems Perspective

Gathering data on multiple levels across a system
is critical to generating a complete picture of how
a system is performing. In this case, the “system”
comprised neighborhood families, the centers,
and the CBOs and other organizational partners
as well as the foundation. All those actors would
now need to produce and share information on
the process and actions, as well as the results, to
produce a meaningful evaluation and a successful redesign.
A Systems Perspective

Launched in 2015, the Family Center redesign
process applied thinking on user-centered design,
reflective practice, team decision-making, and
improvement methods that focused on enhancing the centers’ neighborhood-based approach to
produce positive outcomes for children and families. This process would also enable the foundation, CBO leadership, and center teams to more
clearly understand and articulate that the centers
were not merely a point of service, but had, in
fact, become:
• the primary “go to” support and resource of
neighborhood families;
• innovation hubs — places where ideas
can be tested, piloted, and scaled up if
successful;
• places where larger CBOs seek and receive
the most authentic, consistent consumer
feedback;
• safe places for residents to try new ways
to improve themselves, their families, and

In this case, the “system”
comprised neighborhood
families, the centers,
and the CBOs and other
organizational partners as
well as the foundation.
their neighborhoods without fear of losing
services; and
• rooted in the community, not in its
institutions.
The process led its participants to realize that
one goal of the redesign should be to introduce
three levers of systems change:
1. a vibrant, neighborhood-based, crossagency network of centers;
2. committed foundation-staff support for
CBO leadership and center teams, creating a
network learning community; and
3. a shift from a program-based measurement
to measuring systems change within the
newly established network.
Establishing a Family Center Network

While the centers worked from similar principles
and offered the same core program components,
they functioned independently and developed
local expertise based on neighborhood and family conditions as well as specialized staff and
CBO capacity. The leadership of the three CBOs
saw that by working a system — being more
intentional about sharing knowledge and expertise — each center could build off the others’
strengths, better aligning their programs and
services for families.
As Hartford is a relatively small city, the leaders of its community-based organizations are
known to one another and have collaborated and
The Foundation Review // 2017 Vol 9:2 55
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and a traditional, summative program evaluation
was therefore considered sufficient. Center staff,
however, knew that they were creating solutions
that were highly context specific and that there
was no one “right” way for every family. But
staff also believed the keys to success were to
respond to local conditions, be willing to experiment with new ideas, and adopt new roles and
structures when necessary. The centers’ staff and
leaders, therefore, would have to be relentlessly
reflective as they attempted to capture progress
and results.
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Giving staff and parents the
opportunity to ask their own
questions dramatically changed
the dynamics of the evaluation
process and raised expectations
for its success.
Tools

competed on various programs and initiatives.
Yet, outside of those specific initiatives, they had
never made the choice to work collectively. The
foundation was clearly the impetus for the three
CBOs to work more collaboratively on common
goals and measurements. Significantly, their
agreement to participate and their willingness to
set the parameters and boundaries for the collective work was voluntary — and not predicated on
financial support from the foundation.
In creating the network, the centers committed to bring more intentionality to their role as
a bridge between families, community members, and an array of agency-supported services.
As the centers began thinking about the need
for changes in practice, an idea emerged for a
more formal process for learning that involved
the foundation itself — not just its grantees and
the families being served — as a partner in that
learning. Giving staff and parents the opportunity to ask their own questions dramatically
changed the dynamics of the evaluation process
and raised expectations for its success.

Building a Cross-Agency
Learning System
As one funder among many supporting the centers, the foundation had to agree to a different
set of evaluation questions that would shift its
staff, CBO leadership, and center teams from
a posture of accountability to one of collective
action and learning. While the need for this
change was acknowledged from the beginning
of the process, the shift took a while and was, to
say the least, a constant challenge — agencies
worried, for example, about losing funding if
56 The Foundation Review // thefoundationreview.org

they were unable to supply more traditional data.
It required changes in deeply held habits and
in a culture that offered greater incentives for
accountability than for learning.
For the foundation, it meant acknowledging
there was sufficient data from prior years that
demonstrated program impact and that it would
be permissible, therefore, to begin gathering data
that would more effectively document systems
change. It also meant that the foundation had to
be responsive to the capacity needs of the CBOs
and centers as they made this shift. Again, this
was not easy: the foundation had to extend to
them the same confidence in their accountability
processes that they had in those of their grantees.
Human-Centered Design

The work with UCLA began with a process
of discovery using a modified approach to
human-centered design (Brown, 2009). This
process provided the opportunity for all parties
to share their perspectives on the actions of and
information generated by others. For example, parents from one center’s team would visit
another center posing as new residents interested
in participating in that center’s programs. In the
spirit of learning and improvement, they would
then recount their experience to the group.
Complementing that approach, front-line staff
and CBO leaders were asked to map out their
understanding of the processes used to engage
families and connect them to services and supports. More often than not these process maps
were not consistent across center staff or CBO
leaders — and were inconsistent with the parents’ experience. Broadening awareness in this
way highlighted the importance of user participation and led to a fuller recognition that many
solutions required an understanding of the lived
experience as well as professional expertise. The
perspectives of both the staff and the families
were key to the success of this work. Support for
this multiparty engagement goes beyond a needs
survey or focus group; it requires helping people
realize that they not only can make important
contributions, but that they are integral to the
change process.

A Redesign Process: Taking a Systems Perspective

The drivers developed by the center teams were
adopted institutionally by the CBOs and outline
the specific organizational practices the centers
must observe in order to create the intended
experience for families: activate and build skills
of parents to take actions that support their
child’s health and development, increase access to
resources and support, and support parent-to-parent and neighbor-to-neighbor connections.
Feedback Loops

For the CBOs, center staff, and families, it was
not sufficient to simply know that high-quality
programs achieved programmatic outcomes;
they also needed to know how those outcomes
were achieved. Services are experiences, and the
only quality measure that matters is subjective:
how those receiving the service perceive the
experience (Gray, 2012). Therefore, creating and
maintaining a feedback loop on the service experience fosters more timely changes and is key to
meaningful systems improvement (Meadows &
Wright, 2009). There was agreement that new

With guidance from UCLA,
center teams established a
common language that enabled
the group to build consensus,
prioritize high-leverage ideas,
and focus improvement efforts.
strategies were needed to track and therefore
improve front-line practice.
Research tells us where uncertainty in the result
is high, there is no such thing as a perfect plan
— and, in fact, the further out you plan without
testing your assumptions, the likelier you are to
be wrong (Mitchell, 2009). To be successful, any
approach has to involve taking action, reflecting
on results, and learning the way forward (Bowie,
2011). By prioritizing a set of actions or leverage
points within a system, an actor can test, revise,
and ultimately share how a particular result was
achieved (Langley et al., 2009). It also helps to
keep in mind that a theory of change is just that
— a theory. What is required, therefore, are a
mechanism and tools to provide feedback and
support learning among the players within and
across systems.
The key to the redesign work, then, was to build
a scalable and sustainable data system that would
allow all network partners to actually adopt
measurement as part of their routine practice
(Bowie & Inkelas, 2014). The approach taken by
UCLA was to help the CBOs, center staff, and
parents build their data capacity and data literacy
by moving from data as simply an accountability
and reporting function to data as the cornerstone
of their learning and system-improvement process. To that end, decisions on the actual data or
about measures, collection tools, analysis, and
display, were based on this set of criteria:
• Data are to be informed by research.
• Long-term outcomes are linked to larger
system and foundation goals.
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The collaborative group then established a
shared theory of change, which holds that positive outcomes for children and families depend
on the day-to-day actions of individuals and
organizations supporting families and other
neighborhood residents. Progressive changes
in these actions contribute to shifts in family
and neighborhood conditions and in the health
and parenting behaviors of individuals. Taken
together, these small shifts build toward longer-term improved outcomes for children.
Participants from the various centers, including
parents but primarily staff, went a step further,
developing and adopting key drivers to arrive
at a set of common actions — an approach that
helped them begin to test the theory of change.
These drivers led the group to coalesce around
a shared purpose, principles, and values and
to continue progress toward a set of measurable goals to be shared among the stakeholders
(Bryk, Gomez, & Grunow, 2011). With guidance
from UCLA, center teams established a common
language that enabled the group to build consensus, prioritize high-leverage ideas, and focus
improvement efforts.
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Tools

To measure these domains
across the six sites, the centers
adapted three new data tools
that collectively capture
information that illustrates
for the CBOs and center teams
the interrelatedness of a set of
layered actions.
• Whenever possible, data are selected from
other validated tools or are collected within
existing programs or services.
• Data must be relevant to the result the team
is seeking to address.
• Data-collection tools are to be tested for
ease of use and adaptability to staff capacity,
work flow, and different settings.
• Data collection and analysis will be developed to work across capacity levels at each
of the agencies.
• Data analysis will be transparent and available to CBOs and center staff for use at individual sites.
• Results will be timely and available to those
who provide and collect the data.
• Recognizing that individuals have different
learning styles, development of data-visualization tools will be iterative and part of the
system-improvement process.

New Family Center Tools
In developing feedback loops, the centers chose
a set of measures based on their new theory of
change. This included establishing these measurement domains to benchmark progress on
selected long-term outcomes for children:
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• action by staff and the organizations
believed necessary to support positive
behavior change for the center staff, including how reliably individuals or organizations are using empathic care, providing
quality services, and linking individuals to
needed services and supports;
• parenting behaviors that contribute directly
to children’s outcomes, such as reading
daily with young children, consistent nurturing and care, and other approaches to
healthy parenting; and
• family and neighborhood conditions that
embody protective factors at the individual
and neighborhood level and other factors
that impact family stability, including social
connections; safe environments; safe and
stable housing; jobs and financial stability;
and resident involvement and leadership.
To measure these domains across the six sites,
the centers adapted three new data tools that collectively capture information that illustrates for
the CBOs and center teams the interrelatedness
of a set of layered actions. These actions begin
with CBO support for staff, which then leads to
staff support for parents and changes in parent
behaviors and elicits actions that impact families
and neighborhoods. The tools also draw forth
the perspectives of staff and the experience of
families, ensuring that programs are as responsive as possible. All of these ultimately affect
children’s outcomes.
Tool No. 1: The Practice Change Survey

This survey, which is administered annually to
measure CBO actions and organizational change,
is used to assess whether the overall work environment is conducive to learning, adapting, and
improving. This tool provides the opportunity
for review if changes within the organizations
or the larger system affect the staff’s ability to
respond to the changing circumstances of family
and neighborhood life. The findings show managers how staff is functioning in an ever-changing work environment and how they can be best
equipped to work effectively.

A Redesign Process: Taking a Systems Perspective

FIGURE 1 Family Experience of Care Survey – Results

During today's visit, did the people you spoke with:
100%
95%
90%
85%

Tools

80%
75%

Oct

Dec

Jan

Feb

Mar

Apr

May

June

July

Aug

Sept

Oct

Nov

Dec

Jan

Feb

provide you with the information or help that you needed or connected you with someone who could help you?
ask if you have concerns about your child's learning, development, or behavior?
tell you how the Family Center could help you in addition to what you came for?
suggest other programs in the community that can help you?
tell you to let us know if you could not get help from these other community program(s)?
BFI Family Center Experiences of Care Survey Results
October 2015 – February 2017

The survey, adapted from a tool developed to
evaluate practice change in patient-centered
medical homes (Nutting et al., 2010), measures
such attributes as:
• Sense making. People have the information
needed to do their jobs well and, when
confronted with a problem, make a serious
effort to address it.
• Trust. Staff can rely on other people to do
their jobs.
• Work environment. People have what they
need to do their jobs well, get frequent and
helpful feedback, have clear expectations
and opportunities to grow, and seem to
enjoy their work.
• Social and task interaction. People get
together regularly to talk about their work
and personal lives.
• Safety. People feel their mistakes have led
to positive changes and are not held against

them, errors are openly discussed, people
aren’t afraid to ask questions, and safety is
never sacrificed to get more work done.
• Learning culture. The network learns from
its mistakes, and mistakes lead to positive
changes.
This tool provided redesign participants with a
better sense of how to use limited resources for
professional development, training, and organizational capacity-building. Cross-site discussions
led to an exchange of practices, opportunities,
and ideas for improvement that will be tested
and shared as part of center-specific improvement plans.
The Family Experience of Care Survey

This survey, performed monthly to measure
staff actions and behavior change, is aimed at
ensuring that each family consistently receives a
high-quality experience no matter which “door”
they enter. (See Figure 1.) The tool measures
whether families are being treated in the “Family
Center Way,” a term adopted by redesign
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Research on practitioners
introducing a screening tool on
child development indicates
that the one of the major
reasons why practitioners do
not ask parents about their
concerns is because they do
not have a process or resources
with which to respond.
participants to describe the “how” of achieving
positive outcomes. The survey asks if parents
feel welcomed and listened to and determines
whether staff ask key questions designed to connect each family to the services and supports that
best address its needs.
This information is used to set specific improvement goals. Gathering the same data consistently
across the sites has allowed the centers to test
various approaches using Plan Do Study Act
Cycles (PDSAs), a structured, iterative learning
process (Langley et al., 2009) to innovate, learn,
and share what works more quickly than trying
to tackle this entrenched problem individually.
The Family Wellness Survey

This survey, administered every six months,
provides an overall picture of family and neighborhood conditions of those residents seeking
assistance at the center. It measures parents’
perceptions of their overall well-being as well
as their awareness of available social supports
and services, access to needed resources, neighborhood conditions, and other factors that
affect optimal family functioning and child
development. This information provides the
centers with data necessary to evaluate the
strengths and weaknesses of their efforts, helps
them locate emerging trends and other shifts
at the neighborhood level, and identifies possible partnerships and professional development
60 The Foundation Review // thefoundationreview.org

opportunities to help staff to respond more effectively to changing needs.

Adopting a Learning Process
Moving from building a system for consistent
data collection and review to a structured process for testing and improvement offered the
centers the opportunity to implement practice
changes and innovation. Currently, centers
generate monthly experiences-of-care data and
the teams from the six centers meet monthly to
implement improvements and share learning,
which facilitates the spread of successful practices and innovation across all of the centers.
Making data available to staff and parents in a
consistent and timely way produces rapid feedback on how these change ideas are impacting
family experiences and conditions.
For example, the one question least consistently
asked of parents at the centers is whether they
have concerns about their child’s learning,
development, or behavior. (See Figure 1.) This
question is critical to encouraging families to
talk freely about their concerns, and serves as
an access point for center staff if future concerns
arise. Given that the Family Wellness Survey
found that 30 percent of parents did not have
someone to turn to for day-to-day emotional
help with parenthood and 28 percent did not
have someone with whom they felt comfortable
discussing personal problems, center teams,
which include parents, looked into why some
staff might be uncomfortable asking such an
essential question.
Research on practitioners introducing a screening tool on child development indicates that the
one of the major reasons why practitioners do not
ask parents about their concerns is because they
do not have a process or resources with which
to respond (Bowie & Inkelas, 2014). It was not
that the practitioners didn’t know such questions
were important or how to ask them; they simply
did not want to surface problems that they had
no mechanism to address. This finding resonated
with the center teams and echoed some staff
comments, and a pair of centers responded with
two approaches to improve linkage and response
times for families needing assistance. Those
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centers agreed to test each approach through a
PDSA process and share their continued learning
until they saw improvements.

Finally, center teams have also shared this new
data process and results with their Center Parent
Leadership Councils. Through this engagement,
parent leaders participate in developing improvement goals and contribute their own ideas for
change and innovation, and the approach continues the process of strengthening the skills and
capacities of the parents, staff, and organizations
to innovate, learn, and adapt.
The Organization’s Learning

Coming together regularly to plan, implement,
and review have helped the centers define their
core functions and given them a better understanding of the work they do, the challenges
they face, and the need for collaborative efforts.
Both CBOs and center staff indicated that the
data have helped them reflect on how to be more
effective as an organization and as a system and,
more specifically, helped the center teams to
identify areas of programming that work well
and those that need restructuring. This has
enabled them to be more focused, intentional,
and timely in responding to breakdowns in service delivery or problematic staff behaviors.
An added benefit — and one that center staff
hadn’t expected — is how the process helped
them strengthen community partnerships and
create new ones. Centers have found it much
easier to communicate the “Family Center Way”

and community partners have a clearer understanding of how the centers operate, which has
resulted in greater alignment and coordination of
efforts to meet the needs of children and families.
As one center staff member commented, “It has
helped me to understand how relationships influence the effectiveness of the work we do with
families, parents, and our community partners.”
The Foundation’s Learning

From the foundation’s perspective, the biggest
takeaway is that when individuals are allowed to
ask questions about how best to do their work,
their practice changes, their clients enjoy better
experiences, and the impact of the support those
clients receive is strengthened. By building individual and organizational capacities to use such
processes as human-centered design and iterative learning cycles for testing and prototyping,
by establishing more timely feedback loops,
and by increasing employee engagement, services and service delivery can be continuously
improved and more effectively adapted to ever
changing conditions.
The foundation’s attention to its own need to
learn with its grantees has not only allowed it
to continue to study its impact and evaluate its
practice, but has also enabled the foundation to
more effectively adapt its grantmaking to make
the most appropriate and timely investments,
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Another example involves recognizing that positive changes in family and neighborhood conditions are key levers in improving the healthy
growth and development of young children
(Hertzman & Power, 2003). Centers are exploring the potential connection between perceptions of neighborhood safety and the sense of
connection necessary to feel able to rely upon
neighbors for help. Strategies to enhance social
connectedness, both at the center and among
those living on the same block, can have a direct
health benefit for those who may lack access to a
reliable support system and can improve perceptions of neighborhood cohesion and safety.

From the foundation’s
perspective, the biggest
takeaway is that when
individuals are allowed to ask
questions about how best to
do their work, their practice
changes, their clients enjoy
better experiences, and the
impact of the support those
clients receive is strengthened.

Bowie and Sussman

Other projects and initiatives
have been invited to participate
in the redesign process to
observe the progress, provide
feedback, and share how this
has influenced their own work.
Tools

and ones that are more aligned with the learning generated by their grantees and the families
themselves.
Larger Lessons

• Build a common learning agenda. While it
is important to have a shared goal, it is just
as critical to adopt a learning agenda, which
allows for a diversity of ideas and innovation toward achieving that common goal. A
theory of change can provide this as long as
it captures the system design and how each
actor will experience and benefit from it.
• Select a small set of measures that include
common outputs and outcome indicators
that are relevant to everyone involved.
These are the most meaningful and motivational for collective action and learning.
• Determine key drivers and system leverage
points. This helps to reach beyond individual program goals to underlying practices
that support change in relationships and
connections, culture, norms, and processes
— which then leads to change in the larger
system.
• Design more immediate feedback loops
with participation from all those who support and are affected by the outcomes of the
effort. Collecting and providing data at all
levels allows everyone to find the information that motivates them to make a change.
• Introduce structures and processes, such
as PDSA Cycles, for collective learning and
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that enable all to respond at their level of
influence.
Other projects and initiatives have been invited
to participate in the redesign process to observe
the progress, provide feedback, and share how
this has influenced their own work. As one
observer said,
Where the tools and discussion from the meeting
add to my thinking is around how we can do better
to collect data about needs and more fully involve
families in informing what we offer and how it is
delivered. We ask about satisfaction and what families take away, but don’t do enough to systematically mine their experience, interests, and needs.

It is the foundation’s hope that what we have
demonstrated on the local level will be observed
by others and affect a larger change — even if
change comes a bit at a time, perhaps first in
other areas of the foundation’s own work and,
later, by other funders.

Conclusion
As a foundation officer and as an academic consultant, we both take pride in asking how to
improve practice — to continuously learn, grow,
do things better, and help people realize their
goals. Through the connections and trusted
relationships built over the course of this work,
we have learned that this was the same question
that CBO leaders, staff, and parents were asking
themselves. Yet it was the degree to which they
could give up control and actually ask this question of one another, and share the responsibility
for making the decision to enter into joint learning, that has had such a profound impact on the
work. Building this capacity for collective learning holds the most promise for getting to the
ever-elusive results we seek.
While believing that we have demonstrated the
potential of this work, it was undertaken within
a specific context. The work ahead for both
the foundation and UCLA is to assess how this
approach and the resulting actions can become
practice across multiple projects, engage new
target populations, and scale enough to create a
larger system supportive of continuous inquiry,
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learning, and improvement. And, over time,
we will have to see if it is possible to truly flip
current evaluation practice and start with this
approach to learning and evaluation, rather than
have it follow as a redesign after a more traditional evaluation approach.

Richard A. Sussman, Ph.D., is director of early childhood investments at the Hartford Foundation for Public
Giving. Correspondence concerning this article should be
addressed to Richard A. Sussman, Hartford Foundation for
Public Giving, 10 Columbus Boulevard, Hartford, CT 06106
(email: rsussman@hfpg.org).
Patricia Bowie, M.P.H., is an independent consultant and
works with UCLA’s Center for Healthier Children, Families &
Communities.
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Tools

Key Points
•• Many foundations are seeking to impact
root causes of social issues through
funding initiatives that are both technically
and socially complicated and where past
experience is no guarantee of success.
These situations exhibit the growing need for
more adaptive funding approaches, such as
emergent philanthropy.
•• This article looks at an application of
emergent strategy at the Colorado Health
Foundation. It shares tools used to design
the funding approach for the foundation’s
Creating Healthy Schools initiative,
including support for grantees in refining
their grant-proposal budgets and activities,
decreasing duplication, and leveraging
resources more effectively.
•• This article will look at lessons learned,
including the need to continue to evolve
emergent philanthropy and collaboration
not only between funders and grantees, but
between funders themselves. The authors
hope the tools experimented with in this
case will help other foundations design and
implement system-change strategies in
complex environments.

Introduction
More foundations are seeking to impact root
causes of social issues through funding complex
initiatives that are both technically and socially
complicated, and where past experience is no
guarantee of success (Mowles & Stacey, 2016;
Spark Policy Institute, 2016; Glouberman &
Zimmerman, 2002). We live in an increasingly
connected world, where even challenges that
appear straightforward are connected across
sectors and stakeholder groups with diverse interests. These situations, where no predesigned recipe or protocol is likely to work, exhibit a growing
need to shift to adaptive funding approaches.
For the past several years, the concept of emergent philanthropy has gained the attention of
foundation staff and boards as an approach to
addressing these complex issues. The concept was
explored by Kania, Kramer, and Russell (2014),
who argue that strategic philanthropy, while
well-suited to address simple and complicated
problems, is ill-equipped to address complex problems and their “dynamic, nonlinear, and counterintuitive” nature (para. 4). They suggest adding
an emergent component to strategic philanthropy, which allows evolution and adaptation to
challenges that arise as the strategy unfolds.
Inherent in employing emergent philanthropy
is the idea of collaboration between funder and
grantee. An adaptive process naturally requires
learning together in order to effectively respond
to changes in the environment. Traditional
funding processes are often bifurcated between
the funder and grantee roles: funders put out
requests for proposals, grantees respond, and
then funders inform organizations about their
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award. For a strategy to be truly emergent,
foundations must seek input and feedback from
grantees every step of the way. Listening to
stakeholders and allowing for process, as well as
content, to emerge as a funding strategy develops allows for a feedback loop that results in
funding strategies better designed to address
complex issues.

The Case Context: Creating the
Healthy Schools Funding Strategy
The Colorado Health Foundation has a vision to
make Colorado the healthiest state in the nation.
To reach this goal, foundation staff engage in
grantmaking, advocacy, engagement, communications, and evaluation. The foundation established a focus on health and wellness in schools
and, in the early stages of developing a statewide
approach, recognized the complexity of the issue
— including the interplay between a number
of different actors, funding sources, needs, and
goals. Staff also recognized that the structure of
past funding opportunities sometimes unwittingly encouraged grantees to be competitive
rather than cooperative, resulting in duplicated
and misaligned efforts.
As the previous funding cycle was coming to
a close, the foundation seized the opportunity to try a new approach. Wanting to harness long-standing collaborative efforts and
the emerging enthusiasm at the foundation for
systems-change funding and working together
in fundamentally new ways, the program officer saw an opportunity for collaboratively

developing the funding strategy. In line with the
foundation’s evolving commitment to deeper
community engagement, and with leadership
support, the program officer developed the
Creating Healthy Schools funding strategy in
the winter of 2015 by leveraging existing collaborative efforts and a commitment to meaningful
community engagement.
The goal of the strategy was to “connect system- and local-level efforts to create a sustainable
network that fosters health and wellness and provides a thriving environment for kids throughout
Colorado” (Colorado Health Foundation, 2016).
Ultimately, the foundation and stakeholders envisioned changes at three levels:
• how stakeholders in the school health system worked together to improve the system;
• how that system functions at the state level,
including nonprofits in critical supporting
roles and the government institutions that
mandate and oversee the system; and
• how the school health system functions at
the school and school district level, where
there is direct impact on students.
The foundation worked with an evaluation team
to design and implement a three-tiered evaluation framework tied to these levels. A driving
factor behind this kind of evaluation was the
recognition that this new approach constituted
The Foundation Review // 2017 Vol 9:2 65
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This article looks at an application of emergent
strategy in practice, using a case study from the
Colorado Health Foundation’s Creating Healthy
Schools funding strategy. We hope the tools
experimented with in this case will help other
foundations design and implement system-change
strategies in complex environments. In addition,
this article will look at lessons learned, including
the need to continue to evolve emergent philanthropy and collaboration not just between funder
and grantees, but between funders themselves,
moving into a new iteration: a concept we call
“collective emergent philanthropy.”

Listening to stakeholders and
allowing for process, as well
as content, to emerge as a
funding strategy develops
allows for a feedback loop that
results in funding strategies
better designed to address
complex issues.

McCarthy, Bornstein, Perrin, James, and Fulton

a risk for the foundation, and data regarding
both process and progress would be important for foundation leadership to consider as the
first funding cycle would run its course. (See
Appendix A.)1

Tools

The foundation employed a number of tools to
achieve the strategy goals. Some tools are tested
ones that are frequently employed by funders,
such as using a neutral facilitator and leveraging
existing leadership. The foundation, however,
combined these tools with the guiding principles
of emergent philanthropy and additional principles that emerged from the process, yielding a collaborative and emergent funding model designed
to support meaningful and long-lasting change.

Tools and Guiding Principles for
Effective Collaboration
As adapted from those articulated by Kania et al.,
(2014), emergent philanthropy has three guiding
principles:
• System fitness: improving system fitness by
strengthening the relationships between the
system-level actors, including the ability to
collectively respond to shocks in the system
or large shifts in the field.
• Co-creating strategy: creating a strategic
framework and approach through collaboration with the grantees, the foundation, and
other potentially critical actors, such as those
who could be most impacted by the work.
• Systems thinking: using a systems-level
strategic framework to identify key leverage
points or attractors that can systemically
improve outcomes and ensure accountability to both the long-term outcomes and
those who are potentially most impacted by
the work.
Drawing on the adaptive elements associated
with emergent grantmaking, as well as observations from developing a collaborative process for
1

funding systems change, the authors have developed three next-level guiding principles:
• Adaptability: ensuring the process incorporates flexibility throughout, including
within grant agreements and the strategic framework, supported by learning
and self-reflection, critical thinking, and
experimentation.
• Equity: prioritizing equitable grant processes that enable populations, organizations, and topic areas in most need of
solutions or that will see the greatest impact
to inform the process and successfully apply
for grants.
• High-quality process: committing to processes proven to lead to improved community outcomes, such as through inclusion,
treating stakeholders as equals, focusing on
the root problem, and being authentic (Hicks,
Larson, Nelson, Olds, & Johnson, 2008).
These six principles guided the selection and
use of specific tools. (See Table 1.) During every
phase of the funding strategy — from design
through post-award — the foundation applied
the guiding principles in concert with tools
when collaborating with the stakeholders,
funding applicants and, ultimately, grantees.
Philanthropic practice already routinely uses
some of these tools (e.g., neutral facilitators).
However, it was the foundation’s intentional
application of these tools in concert with the six
guiding principles that fully supported an emergent process and yielded new outcomes.
The remainder of this article describes how the
foundation implemented these principles and
tools to support fundamentally changing the
relationships between stakeholders and establishing a more inclusive process for addressing
the root causes of a complex issue (i.e., statewide
healthy schools). Each section, organized by
funding-strategy development stages, describes
the decision to be made, tools and processes
used, outcomes, and lessons learned.

Appendix is in the online article at http://scholarworks.gvsu.edu/tfr/vol9/iss2/9
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TABLE 1 Tools for Collaboration
Tools

Description

Guiding
Principles

Phases

• Co-creating
strategy

• Design
process

• Systems
thinking

• Post-award

Equityfocused
research

A collection of best and
promising practices for
infusing equity into a funding
process

• Equity

Use of a
neutral
facilitator

Leveraging an outside party
to convene stakeholders and
facilitate discussions and
decision-making

Application
review

A two-pronged approach to
strengthen applications:

• System fitness
• Design
process

To ensure a
more equitable
distribution of
funding, contributing
to a more equitable
system

• High-quality
process

• All

To protect and
strengthen
relationships among
stakeholders; to
bring neutrality and
accountability into
the process

• All

• Due
diligence
process

To strengthen system
grantees’ ability to
address local district
needs, thereby
strengthening the
healthy-schools
system

• System fitness

• Application analysis

• Review
process

• Community consultants

Collaborative
meetings

A series of joint meetings
with the funder, applicants/
grantees, and neutral facilitator
that leverage:
• Systems acting

To support
sustainable
systems change
with strengthened
collaboration and
partnerships

• Systems
thinking

• Application
process

• Co-creating
strategy

• Due
diligence
and review
process

• Changing the game

• High-quality
process

• “Scarf” model

• Adaptability

• Prisoners’ dilemma

• System fitness

• Post-award

To collectively build
a stronger system to
address health and
wellness in schools
while supporting
collaboration and
communication, as
well as addressing
anxieties related to a
new funding process

• Collective budget revision
• Promotion of future
ownership and collaboration
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There is no need to start from
scratch. If there are existing
spaces where good work is
happening and the funder
has established relationships,
use them!

Leveraging
and elevating
existing
leadership

Intended Outcomes
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The Design Process

Tools

Traditionally, funders design, revise, and implement funding opportunities with relatively little
external input outside of expert consultants. The
guiding principles, however, suggest a different approach, by which the organizations and
communities most affected can help support
stronger, more relevant grantmaking from the
beginning. The foundation articulated a clear
focus of the strategy and then elicited ideas from
stakeholders to operationalize both the focus
and an adaptive approach. It then partnered with
existing and potential grantees to answer key
questions to help determine the funding parameters: How is funding prioritized? What is the
model by which funding is allocated?
Following the principle of co-creating strategy,
the foundation leveraged and elevated existing
leadership by identifying an existing leadership
body made up of current grantees, other funders,
and state agencies working in the healthy-schools
space to inform the funding-strategy design
process. With guidance from a neutral facilitator,
who had existing relationships with stakeholders and helped plan and execute the work, this
leadership body heavily informed the design of
the funding model. The foundation leveraged
this group’s existing theory of change, which
outlined the necessary functions of a successful
healthy-schools system, including professional
development; data systems, research, and evaluation; policy; and communications, marketing,
and engagement.
Following the principles of equity and system
fitness, the evaluation team documented equity-focused approaches for funders and developed
an “equity-focused request for proposal (RFP)
best practices” document. (See Appendix B.)2 The
leadership group used this throughout the design
process, particularly when reaching decision
points where multiple paths could help achieve
the broader focus of the funding, but some paths
were more likely to lead to an equitable distribution of funds.
2

The foundation, leadership group, and neutral
facilitator solicited input via a series of webinars. Based on feedback from districts and systems partners, the foundation decided to offer
both systems-level funding (to nonprofits working with schools, for example) and direct district-level funding for a coordinated approach.
Stakeholders engaged via the webinar also came
up with the idea of holding one collaborative
meeting of all systems-level organizations interested in applying for funding. This statewide,
systems-level process will be the focus of this
article in the remaining sections.
Lessons Learned

• Work with diverse stakeholders to design
the funding strategy long before the release
of the RFP.
• When input is solicited, document, review,
and integrate feedback as much as possible
into the model and the funding-opportunity
process.
• With stakeholder input, identify the key
functions of a healthy system as a way to
focus systems-change funding.
• Work to engage other funders with existing
or developing funding opportunities in the
same topic area or system. In retrospect,
this was a particular challenge for the foundation, and upfront planning and engagement of other funders would have been
beneficial. Many challenges foundations
are working to address are too large for one
funding source to solve; designing a funding opportunity that minimizes duplication
and fills gaps in other existing funding could
enhance the likelihood of transformative
systems change.
Post-award, the foundation worked with the
evaluation team to review documentation of
the process and conduct interviews with various stakeholders. The evaluation team surfaced
the following: If there is significant overlap in
membership between existing leadership groups

Appendix is in the online article at http://scholarworks.gvsu.edu/tfr/vol9/iss2/9
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FIGURE 1 Playing the Game Versus Changing the Game

Playing the Game

Changing the Game

Everyone is out for themselves.

Grantees and the funder are all in it together.

Grantees work toward a funder-driven vision of specific
outcomes.
Grantees translate a funder’s vision into grantee
organizations’ existing agendas.

Grantees and the funder have a shared vision of
important outcomes.
Grantees share a commitment to mutual learning and
accountability.

Grantees operate in silos, competing with one another.

Grantees and the funder acknowledge that outcomes
may be uncertain, but a make a sincere promise to
define and reach them collectively.

and potential grantees, there may be real or perceived conflicts of interest. Having a diverse set
of interests represented in designing the funding
opportunity can further advance the principles
of equity, co-creating strategy, and a high-quality process. It would also likely contribute to
strengthening the system and developing a better systems framework.

The Application Process
Beyond the overall goal of improving health and
wellness in schools, the foundation also wanted
the funding strategy to be responsive to on-theground realities and needs and to minimize the
amount of duplicative or otherwise misaligned
work, especially at the systems level. While these
additional goals were clear, the question of how
to achieve them was not.
Shifting from funding programs to funding systems change, which requires addressing the two
points above, is an adjustment for both funders
and grantees. Navigating the shift and informing
the direction of systems change together can help
solve the “how” and encourage a new kind of
grantee-funder relationship that highlights partnership over hierarchy. Following the principles
of co-creating strategy and adaptability, the foundation used stakeholder ideas from the design
process and invited all stakeholders interested in
applying for systems funding to attend a collaborative meeting. Meeting participants engaged in
shaping the day via a survey during registration.

Neutral facilitators, along with the foundation,
applied this input and designed the meeting.
The first collaborative meeting aimed to clarify
the new approach to funding and set the stage
for both systems thinking and acting. The meeting also used the components of a strong system
to support healthy schools (organized by the
existing leadership’s group theory of change’s
functions of a successful system) to frame the
conversation. The first portion of the meeting
focused on highlighting the funding strategy as
a shift from “playing the game” to “changing the
game.” (See Figure 1.) These elements set a norm
and expectation of authentic collaboration, supporting long-term partnerships.
As part of the framing activity, the neutral facilitators used a combination of videos and personal
anecdotes to illustrate systems thinking. Armed
with a shared understanding, facilitators then
guided participants to go from systems thinking
to systems acting. Facilitators asked participants
to self-select, according to their expertise, into
groups representing the functions of a successful
healthy-schools system. Participants then worked
on defining how their function groups, both
alone and with other function groups, could best
improve the system serving schools.
The meeting echoed the application, which
asked applicants to focus on the functions of a
healthy-schools system rather than programmatic, topic-based work. It also asked applicants
The Foundation Review // 2017 Vol 9:2 69
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A funder holds unrealistic expectations and grantees
offer empty promises to deliver on those expectations.

McCarthy, Bornstein, Perrin, James, and Fulton

The application process drew
on all of the guiding principles
to develop tools and processes
that supported collaboration
and ultimately, systems change.
Tools

to demonstrate how they would align tools, data,
resources, and programs in and connected to
schools, as well as how they would build inclusive engagement and partnerships. Applicants
demonstrated their ability to embrace both these
requests and the concepts presented during the
first collaborative meeting. For example, several
participants submitted joint applications, structuring their proposed work as a collaborative
initiative. (See Appendix C.)3
Lessons Learned

• Lead stakeholders to a shared understanding of systems thinking and how it translates to systems acting. Using analogies like
natural ecosystems and the human body
can create an approachable path into the
complex world of systems change.
• Leverage a neutral facilitator to reinforce
the idea of funder as partner; program
officers can participate in the meeting as a
partner without all the answers, engaging
stakeholders in the process of coming to an
answer together.
• Engage on-the-ground perspectives on how
to best improve the system serving them.
Consider ways to involve those who will be
most impacted by the change in all phases
of the process.
• Support increased communication regarding how systems applicants may respond to
on-the-ground needs and what resources
may be available to on-the-ground groups
from their systems-level partners. In the

foundation’s case, both the local- and the
state-level RFPs came out at the same time,
which created challenges. Systems-funding
applicants were proposing their aims and
project goals without much of an understanding, until later in the process, of what
the local stakeholders had proposed to do.
• Develop clear function-group goals and priorities and criteria for membership within
each group.

The Due Diligence and Review Process
Throughout the funding process, the foundation
relied on authenticity and openness to demonstrate its commitment and to support strong,
trusting relationships with its partners. This
approach helped enable the conditions necessary
to engage in challenging conversations as part of
the due diligence and review process, including
conversations about the budget.
In total, applicants requested approximately $18
million over two years. The available budget,
however, was only $12 million. The foundation
demonstrated its commitment to honoring and
building the collaborative work to date by engaging applicants in key decisions, such as:
• how and where to reduce the overall budget,
• how to prioritize and phase work,
• identifying opportunities for alignment and
reducing duplication, and
• reducing individual budgets.
The application process drew on all of the guiding principles to develop tools and processes
that supported collaboration and ultimately,
systems change. Traditional grantmaking processes determine an application’s merit and
level of funding internally and behind closed
doors. Funding systems change and championing collaborative initiatives provides an opportunity for more transparency and collective
decision-making.

Appendix is in the online article at http://scholarworks.gvsu.edu/tfr/vol9/iss2/9
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The foundation chose to host a second collaborative meeting to build on the momentum created
by the first one, normalize and address applicant
anxieties surrounding the new funding model,
focus on refining the applications submitted by
the participants in the first collaborative meeting, and decrease proposed budgets to the strategy’s allocated $12 million. Understandably, a
new funding process — especially one including
transparency around proposed budgets — may
surface anxiety in applicants. Before digging in
to this important but difficult step, it was important to normalize and address anxieties. During
the second collaborative meeting, the facilitators
used two frameworks to tackle this task.
• First, the “Scarf ” model (Rock, 2009) borrows from neuroscience to understand our
brain’s threat and reward responses and
applies that field’s learning to supporting
people though large-scale change. Scarf
stands for the five cues our brains scan the
environment for to keep us safe: status, certainty, autonomy, relatedness, and fairness.
Each of these cues can trigger a threat or
reward response. For example, being seated
at the head table floods our brains with
rewarding endorphins, while arriving late
to a meeting and being called out for disrupting it is perceived as deep threat to our

Ultimately, some applicants
shifted their proposals to reflect
their organizations’ strengths
and relegated activities better
suited to other organizations.
status in the group. This framework can be
useful to both normalize anxiety as a neurobiological response and offer concrete ways
to address it.
• Second, facilitators led a simulation of the
prisoners’ dilemma to illustrate the power
of cooperation in a context where the
default setting tends toward competition,
leading toward a less than optimal outcome
for all participants (Axelrod, 1984). An activity that framed the parallels of the prisoners’
dilemma to the perceived scarcity of funding, access, and acknowledgment helped
applicants recognize that when they work
together and think of systemic solutions,
they maximize their collective efforts and
satisfy self-interest at the same time.
Once facilitators had set the stage, participants
split into their function groups to discuss their
proposal narratives, which were shared prior
to the meeting. Participants worked to eliminate duplicative work from their proposals and
engaged in honest, if challenging, conversations
about organizational strengths and capacity.
Highlighted by the application analysis conducted, duplicative activities included reviews of
best practices, multiple local-needs assessments,
and plans to establish service-delivery processes.
Ultimately, some applicants shifted their proposals to reflect their organizations’ strengths and
relegated activities better suited to other organizations. Though not all duplicative activities
were initially found or addressed, application
analysis allowed for greater alignment opportunities. For example, two organizations proposed
leading a group of professional-development
providers to align their work. After negotiations,
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The foundation leveraged two external partnerships during application review: an evaluation
team and community consultants. An evaluation
team analyzed all applications to surface duplicative work between system applicants and the
degree to which systems-level applicants were
proposing activities that met needs the needs of
local schools/districts (as identified through a
separate funding opportunity for local schools/
districts released at the same time). Additionally,
a group of community consultants composed of
practitioners with close ties to youth, teachers,
and parents reviewed all system-level applications to offer feedback on how applicants could
better plan to engage district and school stakeholders. The consultants also urged applicants
to consider how the systems-level work could
support school districts’ ability to increase health
equity in their schools.
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Tools

To strengthen the system and
increase the likelihood of longterm partnerships and systemslevel impact, foundations
can set expectations and
establish ongoing support of
collaborative initiatives beyond
grant announcements.

The application review and collaborative meeting
yielded three improvements to applications. First,
community consultants provided key feedback to
improve each applicant’s submission specifically
related to levels of engagement of local students,
school personnel, and community members.
Second, both the analysis and collaborative-meeting conversations allowed applicants to surface
commonalities in proposals, resulting in reduced
duplication among proposals. Finally, collective budget reduction reinforced the concept of
“changing the game” from the first meeting by
infusing transparency in the allocation process.

aided by a neutral facilitator, one organization relinquished to the other and both groups
focused on how they would work to address balancing organizational interests.

• Consider combining traditional
grantmaking processes with innovative
ones; transitioning to emergent philanthropy does not necessarily require an “all
or none” approach.

Though by no means simple or straightforward,
these are the types of challenging, give-andtake exercises with which organization were
tasked. Throughout this process, the foundation
reminded applicants that such compromises are
typically forced by funders instead of discussed
among partners. The foundation also reminded
applicants that it recognized and appreciated
efforts to collaborate for the good of local districts, even in challenging situations. In the end,
participants decreased the total proposed budget
by about $2.5 million. To address the remaining
overage of $3.5 million, the program officer identified criteria for the foundation to apply consistently across applicants, which served to support
a long-term system-building strategy while
reducing the budget. In the end, all applicants
were funded, if at lower amounts than what they
had originally proposed.

• Reengage a neutral facilitator to bring applicants back together before grant awards.

To facilitate the process of updating proposals,
the foundation employed the guiding principle
of adaptability and asked applicants to submit a
simple form documenting changes in proposal
narrative, anticipated grant milestones, and proposed budget. (See Appendix D.)4

• Consider additional training, time, and
support for program officers as they support
applicants though a new process. The program officers are not only doing something
new themselves, but are also helping others
do something new and challenging.

Lessons Learned

4

• Engage an external party to review applications as a way to counter the lack of
transparency in traditional grantmaking
processes, where funders determine applications’ merit, and therefore levels of funding,
internally and behind closed doors.
• Expect the process to surface tensions
among similarly focused organizations.
Emergent philanthropy and funding systems change, while mitigating the problem
of multiple organizations receiving funding
for duplicative efforts, may also raise delicate questions: What is the right combination of services to reach our goal? Which
programs get results? Who is best positioned to provide leadership for the group?

Appendix is in the online article at http://scholarworks.gvsu.edu/tfr/vol9/iss2/9
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Grantee Alignment Post-Award
Encouraging and supporting collaboration
during the funding process is only a first step.
To strengthen the system and increase the likelihood of long-term partnerships and systems-level
impact, foundations can set expectations and
establish ongoing support of collaborative initiatives beyond grant announcements.

The neutral facilitators played a key role in the
third collaborative meeting’s framing and activities, but they created ample space for grantees
and longstanding or emerging leaders in the
field to lead the function group conversations.
Prior to the meeting, they identified possible
leaders for each function group who could facilitate the collaborative conversation. In these
small groups, grantees shared their funded
approach, made connections with other function
areas around opportunities for collaboration,
and began to establish a structure for the work
ahead. The neutral facilitators encouraged them
to identify next steps toward nurturing their
work, and the foundation program officer reinforced that message.
Grantees demonstrated a significant shift away
from individual positioning to maintain their
own funding levels and towards systems acting. By the end of the third meeting, grantees
began to establish how they would coordinate
their future efforts and ensure communication,
demonstrating a sense of ownership and an ability to see the whole and not just their individual

part. They agreed to try out a structure to facilitate continued collaboration, not just among
function groups but also across them: holding
regular meetings among representatives from
each group, members of the existing leadership
body, neutral facilitators, and an evaluation
team. They also agreed to bring nongrantees,
such as the state agencies noted above, into this
structure. Foundations may find value in suggesting this process and structure to support
ongoing collaboration, thereby strengthening
the likelihood of transformative systems change.
In addition, grantees voted to align with and
become work groups of the existing leadership
group in the healthy-schools space. The foundation facilitated, but did not mandate, this
vote, again demonstrating the shift in grantees participating in systems change. This final
outcome highlights the benefit of foundations
leveraging and elevating existing leadership.
(See Appendix E.)5
Lessons Learned

• Look for specific opportunities to support
grantees to take ownership of the work,
including processes by which the work
moves forward.
• Think about simple ways to capture and
communicate the work grants will fund.
Under traditional circumstances, there is
no real need for grantees to understand one
another’s work; in collaborative systems
change, however, it is critical.

Appendix is in the online article at http://scholarworks.gvsu.edu/tfr/vol9/iss2/9
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In keeping with all of the principles of effective
collaboration, the foundation hosted a final,
third collaborative meeting. This meeting convened grantees to ensure a clear understanding
of the funded work, nurture ongoing collaborative action, and explore system grantees’ role
within the larger healthy-schools realm. This
stage also presented an opportunity for the foundation to support systems change by engaging
systems players beyond grantees. The foundation invited state agencies and other funders,
many of whom were part of the existing leadership body, to the meeting.

Grantees demonstrated
a significant shift away
from individual positioning
to maintain their own
funding levels and towards
systems acting.
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FIGURE 2 Guiding Principles of Emergent Philanthropy

Guiding Principles of Emergent Philanthropy

Adapted
Original
Principles of
Emergent
Philanthropy

Tools
Additional
Principles of
Emergent
Philanthropy

System
fitness

Improving system fitness by strengthening the relationships between the systemlevel actors, including the ability to collectively respond to shocks in the system or
large shifts in the field.

Co-creating
strategy

Co-creating a strategic framework and approach through collaboration with the
grantees, the foundation, and other potentially critical actors, such as those who
could be most impacted by the work.

Systems
thinking

Using a systems-level strategic framework to identify key leverage points or
attractors that can systemically improve outcomes and ensure accountability to
both the long-term outcomes and to those who are potentially most impacted by
the work.

Adaptability

Ensuring that the process incorporates flexibility throughout – including within grant
agreements and the strategic framework – supported by learning and self-reflection,
critical thinking, and experimentation.

Equity

Prioritizing equitable grant processes that enable populations, organizations, and
topic areas that have the greatest need of solutions or that will see the greatest
impact to inform the process and successfully apply for grants.

High-quality
processes

Committing to processes proven to lead to improved community outcomes, such as
through inclusion, treating stakeholders as equals, focusing on the root problem,
and being authentic (Hicks, Larson, Nelson, Olds, & Johnson, 2008).

• Consider a nomination or group decision
process to select the grantees that take on a
leadership role with their peers and facilitate
portions of a collaborative meeting. If this is
not possible, clearly communicated criteria
or reasoning for why certain grantees were
asked to lead dialogues can suffice. The
foundation faced challenges with surprised
grantees by not using a group decision
process, and following these steps will provide additional transparency and broader
engagement while promoting grantee ownership and supporting collaboration.

Conclusion: Moving Emergent
Philanthropy Forward
For foundations operating in the context of complex change, addressing root causes of issues,
seeking to cause systemic change, or operating in uncertain environments, there is a need
to move beyond business-as-usual methods of
grantmaking. Emergent philanthropy is one
method by which funders can support systemic
change, particularly in a collaborative environment. Lessons from the Colorado Health
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Foundation’s implementation of an emergent
philanthropy philosophy to the Creating Healthy
Schools funding strategy provides a framework
for foundations looking to co-create a way to
strengthen relationships between system-level
actors by using a systems-thinking framework.
When operationalizing the principle of co-creating strategy, the foundation found the need to
practice adaptability, infusing stakeholders’ input
into the funding strategy. Stakeholder engagement and the foundation’s flexibility helped create a new kind of relationship between funder
and grantee, supported by employing high-quality processes. Though the three original principles of emergent philanthropy as articulated by
Kania et al., (2014) are a useful tool for systems
change, they do not explicitly support change
towards greater equity. The foundation’s work
suggests three additional necessary principles of
emergent philanthropy: adaptability, high-quality processes, and equity. (See Figure 2.)
While this process was not without tensions,
it provided grantees with deeper ownership, as

A Collaborative Process for Funding Systems Change

In addition to the challenges and tensions above,
two other challenges arose during the process:
• One foundation is not likely to be able to
fund systems change in isolation.
• The set of stakeholders moving the work
forward should be broader than just the
grantees.
Complex and shifting issues are often too big
for one funder or organization — no matter
how targeted or well-resourced — to solve
alone. At the same time, many funders and nonprofit fundraising efforts are aimed at the same
or overlapping issues. When one funder shifts
its funding approach to be more emergent,
it can put a burden on grantees who are still
responding to the more traditional expectations
of most of their funders. A better approach may
be to engage in what we are terming “collective
emergent philanthropy” — a process where
funding from multiple sources (e.g., multiple
foundations or a combination of types of funding, such as from foundations and governments)
combines to help solve a complex problem
through an emergent approach guided by a systems-level collaborative.

developing their opportunities, ideally tied to
existing collaboratives focused on the issue at
hand. Collaborative membership should include
potential grantees as well as others who have a
stake in the success of the work, but who do not
have a vested interest in receiving grant funds.
Ideally, such collaboratives would include those
who could be most impacted by the work.
We hypothesize collective emergent philanthropy will:
1. Better focus a complex field through the
pooling and leveraging of resources to most
effectively meet society’s most complex
problems with systemic solutions.
2. Disperse power and mitigate vested
interests so that the efforts are primarily
accountable to those who are impacted
most by the work and meaningful
outcomes.
3. Further strengthen and build partnerships
to be able to adapt to new challenges and
continuously improve efforts.
When faced with complex issues, collective emergent philanthropy has the potential to increase
the power of grantmaking. The tools and guiding
principles described in this article will help foundations build their own approach as they work to
increase systems-level collaboration to support
systemic interventions through strengthened and
adaptive relationships and processes.

This concept of grantees co-creating with multiple funders allows for broader funding opportunities and the potential, therefore, for broader
and more systemic impact. Specifically, this
requires foundations to design grant opportunities not only with their grantees’ input,
but in alignment with how other funders are
The Foundation Review // 2017 Vol 9:2 75

Tools

well as a stronger commitment to collaboration across the system and the ability to adapt
together to changing conditions. In arrangements where only the funder bears the burden of thinking about the system as a whole,
partners are not typically aware of what others
are doing or how key interventions must interface to be effective. By inviting stakeholders
to co-construct a systems approach to solving
a problem together, the foundation created a
process by which partners became more aware
of the skills and tools needed to function as a
strong, healthy system.
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APPENDIX A Overview of Healthy Schools Evaluation – Concept, Questions Addressed
This document provides a high-level overview of the Healthy Schools Collective Impact Evaluation. It
is oriented by three interconnected levels that will holistically address progress toward establishing
an environment and culture that integrates health and wellness equitably for students and staff. The
evaluation will:
•		Address equity.

•		Consider the whole child.

•		Support accountability to local/
on-the-ground perspectives.

•		Prevent and prepare for shocks to the system.
•		Support bold, innovative long-term strategies
with actionable short-term strategies.
•		Support use of data and best practices.

Below is a list of questions addressed within each level. These questions will be refined over time as
new strategies and activities are pursued.

Collaboration/Partnership
•		To what extent do stakeholders align and engage in the work? Where are the gaps?
•		To what extent are key partnerships growing or new partnerships forming?
•		How are partner behaviors and practices changing that support [the system effort’s
sustainability]?
•		To what extent have statewide partners improved coordination and reduced duplication of
services and supports?

Systems/Statewide
•		What economic, political, or other contextual factors (e.g., economic conditions, community
history and culture, political environment) support or deter transformation?
•		How has [the system effort] prepared for “shocks to the system”?
•		What are the early signals or shifts in healthy-school transformation?
•		How has the system changed, including policies, funding, information flow, structure, etc.?

Local Schools/Districts1
•		To what extent do schools/districts integrate healthy-school activities (student health services,
comprehensive physical activity, nutrition, behavioral health, school cultures and climates)?
•		What progress have schools/districts made toward meeting their school and student health-outcomes goals?
•		How do the school and student outcomes of those with a healthy-school focus compare to those
without?
•		To what extent have grantees improved coordination and developed a stronger system of
supports for healthy schools?
Currently includes the schools funded by the Colorado Health Foundation.

1
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•		Consider student health services, comprehensive physical activity, nutrition, behavioral
health, and school cultures and climates.
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APPENDIX B2 Implementing Equity – Grantmaking Tips to Avoid “Fakequity”

Whom to Fund
•		Support community-led organizations, even if the organizations leading these efforts don’t have
a track record, since it is inequitable to expect them to build a track record if no one will invest in
them.
•		Invest significantly in marginalized communities to lead the efforts to address problems.
•		Avoid the “capacity paradox” – funding capacity-building or planning grants only for organizations
that have the capacity to apply, or for organizations that meet a minimum capacity or budget level.

Tools

RFP Process Design
•		Avoid invitation-only applications. Spread the net widely and repeatedly.
•		Don’t adhere to a strict percentage of an organization’s budget you will fund, or commit to funding
only organizations whose budgets fall strictly within a certain range.
•		Change the definitions of capacity, leadership, and other concepts and criteria in your RFP to be
more inclusive. It isn’t equitable to force everyone to conform to status quo/mainstream definitions.
•		Avoid very long grant applications and/or applications that take many hours to complete. If it takes
10 to 15 hours to apply, that’s a sign that you may be perpetuating inequity.
•		Avoid applications with more than five attachments. Consider requiring most attachments after
you’ve decided to fund an organization, and then ask only for attachments you really need enough
to warrant the effort it will take for a small organization to provide them.
•		Avoid requiring organizations to translate their budgets into your format. Smaller organizations
often lack a chief financial officer or other dedicated financial staff and therefore will be disproportionately affected by such requirements.
•		Create a simple renewal process.

Explicit RFP Requirements and Questions
•		Ask how applicants will include their target audiences in planning and executing the proposed
work.
•		Ask applicants to document the diversity of the populations they serve and of their own staffs and
boards.
•		Require grantees to sign a pledge of nondiscrimination and/or share their inclusivity statements.

Application Process Once RFP Is Released
•		Offer more application support and resources for marginalized communities to compete for
funding, since it is not equitable to expect them to compete on the same level with more powerful
communities.
•		Differentiate the application processes for organizations at different budget levels, so big organizations compete with one another and small organizations compete with one another.
•		Designate one person or a small team for applicants – especially smaller ones – to reach out to
for questions during the application process.
This information was compiled from various open-access sources by the Spark Policy Institute evaluation team as an
informal reference for the foundation and existing leadership body. Though not all items listed are evidence-based, they
were largely corroborated by applicants as helping to make the funding strategy more accessible and equitable.

2
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APPENDIX B (continued)

Application Review
Avoid a purely numerical rating scale. There are critical elements of an organization’s work that
cannot be quantified: its value to its clients, historical traumas the communities it serves have faced,
cultural elements of leadership, etc. Use the score card as a tool for discussion, not as the primary
tool for funding decisions. Equity requires us to take the harder path and deal with the messy stuff.
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APPENDIX C Collaborative Meeting No. 1 – Materials

Agenda: Creating Healthy Schools Statewide Funding Collaborative
Meeting No. 1
Meeting Outcomes
Prospective applicants:
•		Build a shared understanding of systems building work around the state.
•		Build a foundation for future collaboration (continued engagement that is yet to be defined).
•		Reduce redundancy among services to ensure the greatest impact of funds.

Tools

•		Build a strong application.

Meeting Agenda Items
•		Introductions & Welcome
•		Overview of the Grant Process
•		Systems Thinking: The Big Idea
•		Systems Acting in a Healthy-Schools Context

•		Refining Our Work: Gallery Walk/SmallGroup Protocols
•		Next Steps for Follow-Up
•		Meeting Reflection

•		Building a Better System: Small-Group Work
by Function Area

Meeting Material: A Systems Approach to Building Healthy Schools3
We’re already working well together — why do we need this “systems” approach?
Though bringing together stakeholders is an important step and can lead to new programming in
schools and even some policy changes, it will not lead to statewide, comprehensive school health.
Collaboration alone is simply not sufficient. Too often, people convene, talk, share best practices,
and even plan new strategies together without looking at how the current practices, policies, funding,
and other infrastructure are preventing them from building sustainably healthy schools. This
happens in part because reflecting on these types of changes is often putting up a mirror to how
participants are currently operating in their own organizations, and changing core practices of an
organization is much more difficult than adding a new program.
We’re not talking about systems change at just the local level. Collaboration that leads to new
programs, but not systemic change, can also be a challenge among organizations working statewide
to support schools. When grantmakers are releasing new funding opportunities, technical-assistance providers are hosting new summits and trainings, or state agencies are issuing new policies,
they are all operating as separate parts of a larger system. A systems approach looks at how all of
these types of partners are independently supporting healthy schools using their existing capacity,
influence, and decision-making authority.
What does it mean to take a “systems” approach?
A systems approach comes from the idea of “systems thinking.” When you use a systems-thinking
lens to look at a problem, improving the performance of the whole system is recognized as dependent on the relationships among the different parts. Instead of creating a new program or passing
a new policy, a systems lens looks at how the range of current policies, funding, and organizations
are interdependent and seeks to find leverage points where change can shift multiple parts of the
system in a sustained, coordinated way over time.
3
This handout explains the thinking behind this systemic approach to healthy schools, including how it relates to the
overall vision being advanced by [the existing leadership body and neutral facilitators] and supported by the healthyschools funding opportunity released in 2015 by the Colorado Health Foundation.
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APPENDIX C (continued)
[The existing leadership body and neutral facilitators] believe some of these key leverage points
include:
•		building will to expand and sustain healthy schools, including among administrators, local teams,
state and local policymakers, and funders;
•		changing key systems components, including aligning the array of tools, data, resources and
programs; ensuring adequate staffing; integrating health into school accountability systems; and
changing state and local policies; and

Where do students, families, teachers, and other people fit into this systems approach?
Systems are not composed of just organizations and policies. They also include many different
types of people. For example, families, students, and school staff are often the backbone of any
system that is trying to help students to be healthy. Yet, many of these critical stakeholders are not
engaged effectively in either the current system or in efforts to change the system. The values,
attitudes, and relationships of these individuals are especially important – they can be strengths to
draw upon or barriers to resolve. We recognize that achieving healthy schools throughout the state
is not just about the formal organizations and infrastructure, it’s also about the people who touch
students’ lives every day.
What can we achieve together if we use a systems approach?
[The existing leadership body and neutral facilitators] believe Colorado is poised to see systemic
transformations happen at the local and statewide level. These transformations can increase access
to locally appropriate, differentiated, youth-friendly and equitable:
•		student health services,
•		Comprehensive Physical Activity programs,
•		health education,
•		supportive nutrition environments and healthy food and beverages,
•		approaches that address student behavioral-health needs, and
•		cultures and climates in schools are supportive of student and staff health and wellness.
What can my organization do to take a systems approach to building healthy schools?
Every organization that is part of the healthy-schools systems can be a leader in systems change.
One of the first things you can do is look internally at your organization and ask some of these
questions:
•		How do we, as an organization, inadvertently contribute to the problems that lead to unhealthy
schools?
•		How are we spending our resources and in what ways might this contribute to fragmentation in
services and supports to schools, school staff, or students?
•		How can I motivate others in and outside my organization to align strategies and implement their
existing work differently, even if doing so is against their self-interest?
Recognizing your own organization’s contributions to the barriers in the system creates an opportunity for your work to become one of those critical leverage points where your changes can influence
other parts of the system, driving change toward healthier schools in Colorado.
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•		using a collective-impact approach, which creates an environment where diverse partners can
work together to align systems and resources, use data and evaluation to guide decisions, and
diversify funding.
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APPENDIX C (continued)
You can also participate in [the existing leadership body], strengthening the statewide work with your
organization’s commitment to systems change and willingness to change internally.

Meeting Material: Meeting Reflection
1. Please rate how strongly you agree with the following statements (on a scale of “strongly agree” to
“strongly disagree”):
• I understand the RFP and how to prepare a strong proposal.
• I understand [the existing leadership body]’s theory of change.

Tools

• I can see how my organization’s work fits into the theory of change.
• I plan to reach out to one or more organizations here today that are existing partners to
coordinate my proposal.
• I plan to reach out to one or more organizations here today that are not existing partners to
coordinate my proposal.
• I am going to adapt how my organization approaches the proposal based on today’s meeting.
• I understand the basic concepts involved in systems thinking and how systems thinking applies
to the work of building healthy schools.
• I am interested in participating in ongoing discussions working toward collaborative systems
change to build healthy schools.
2. What are your immediate next steps coming out of today’s meeting?
3. What help do you need to move forward on these next steps, if any?
4. What questions or concerns do you have about the funding opportunity, if any?
5. What else would it be helpful for us to know? Can you offer any other feedback on today’s
meeting?
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APPENDIX D Collaborative Meeting No. 2 – Materials

Agenda: Creating Healthy Schools Statewide Funding Collaborative
Meeting No. 2
Meeting Outcomes
•		Help shape collaborative grant agreements that meet the needs of developing a healthy-schools
system as expressed by the local grant applicants, [existing leadership body] work group strategies, and the first collaborative-funding meeting’s strategies.
•		Reduce total grant requests from nearly $18 million to $12 million with cost-cutting strategies,
such as by maximizing individual strengths and minimizing duplicative work.

Tools

Meeting Agenda Items
•		Opening and Welcome & Charge of the Day
•		Aligning Work by Function Areas
•		Whole-Group Presentation: Seeing the System as a Whole
•		Refining the Function Areas and Finalizing Funding Agreements
•		Final Whole-Group Discussion & Next Steps
•		Meeting Evaluation

Meeting Material: Creating Healthy Schools Funding Agreement Worksheet
This worksheet acts as a preliminary funding agreement. Please note: Funding agreement (amount
and activities) subject to final [foundation] board approval.
Function Area:
•		Work-plan modifications: What is the difference between your original proposal narrative and what
you’ve arrived to today? What has changed?
•		Budget modifications: What is the difference between your original proposed budget and what
you’ve arrived [at] today? What has changed?

Meeting Material: Meeting Reflection
We understand today’s conversation covered some important and potentially difficult topics. This
brief survey is designed to understand your perspective on key issues related to the dialogue today
and next steps.
1. Regarding this new collaborative approach to funding statewide/systems work on healthy schools
(select one):
• I think this approach to the funding opportunity is a positive step forward and is going well.
• I think this approach to the funding opportunity is a positive step forward, and it has been a bit
tricky.
• I have concerns about this approach to the funding opportunity, but it is going OK.
• I have concerns about this approach to the funding opportunity, and it has been difficult.
2. Please rate how strongly you agree with the following statements after today’s meeting (on a scale
of “strongly agree” to “strongly disagree”):
• I have a better understanding of the strategies proposed by other applicants and how they relate
to my organization’s proposal.
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APPENDIX D (continued)
• I am going to adapt how my organization approaches the proposal based on today’s meeting.
• I feel pressured to agree to changes to our proposal that are not in the best interests of my
organization.
• I feel pressured to agree to changes to our proposal that are not in the best interests of schools/
students.
• I understand next steps related to funding decisions and the grant process.
• I think this effort to promote more collaboration among grantees will have a positive impact on
school health.

Tools

3. Please rate how strongly you agree with the following statements about what needs to happen
next (on a scale of “strongly agree” to “strongly disagree”):
• There is a need for a way to participate in ongoing collaboration to catalyze systems change
leading to healthier schools and students.
• I am interested in participating in this ongoing collaboration.
• Joining [the existing leadership body’s system effort] is an appropriate way to participate in
ongoing collaboration.
4. Right now, what are some of your biggest concerns about efforts to coordinate and align statewide work to support healthy schools?
5. Right now, what are you most excited about related to efforts to coordinate and align statewide
work to support healthy schools?
6. In the coming months, the foundation will be considering opportunities for supporting and
convening grantees of this funding opportunity. If available, which of the following would be helpful
to your organization? (Select all that apply):
• Quarterly or twice-yearly convenings of all statewide/systems grantees
• Ongoing meetings of grantees working on similar areas (e.g., today’s breakout groups)
• Technical assistance or other trainings and informational opportunities
• Other (please describe):
7. My role in my organization is:
• Executive director/CEO
• Vice president or other C-level (chief financial officer, chief operating officer, etc.)
• Program or project manager
• Staff/program or project implementer
8. What else would it be helpful for us to know? Can you offer any other feedback on today’s
meeting?
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APPENDIX E Collaborative Meeting No. 3 – Materials

Agenda: Creating Healthy Schools Statewide Funding Collaborative
Meeting No. 3
Meeting Outcomes
•		Clarify roles and goals of overall function areas.
•		Provide time for function-area members to advance their collaborative work.
•		Clarify the best configuration for the overall body of healthy-schools work.
•		Clarify next steps for individual organizations, function areas, and the network as a whole.

•		Opening and Welcome

•		Whole-Group Check-In

•		Charge of the Day

•		Whole-Group Discussion: Seeing the System as a Whole

•		Review of Progress & Updates

•		Function-Area Next Steps

•		Aligning Work by Function Areas

•		Final Whole-Group Decisions

•		Function-Area Work Time

•		Overall Next Steps & Meeting Reflection

Meeting Material: Meeting Reflection
Today’s conversation covered some important topics and may have stretched us as we change the
way we do business. This brief survey is designed to understand your perspective on key issues
related to the dialogue today and next steps.
1. Regarding this new collaborative approach to funding statewide/systems work on healthy schools
(select one):
• I think this approach to the funding opportunity is a positive step forward and is going well.
• I think this approach to the funding opportunity is a positive step forward, and it has been a bit
tricky.
• I have concerns about this approach to the funding opportunity, but it is going OK.
• I have concerns about this approach to the funding opportunity, and it has been difficult.
2. Please rate how strongly you agree with the following statements after today’s meeting (on a scale
of “strongly agree” to “strongly disagree”):
• I understand the work other organizations have been funded to complete and how it relates to
my work.
• As a result of today’s meeting, I have at least one action I want to take to implement our work
collaboratively.
• I understand how my organization’s work will be evaluated.
• I understand what the evaluation team will be evaluating in the healthy-schools realm and how it
relates to my work.
• I think this effort to promote more collaboration among grantees will have a positive impact on
school health.
• I am confident in the decision we made today regarding how we will interact with [the existing
leadership body] moving forward.
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APPENDIX E (continued)
3. Right now, what are some of your biggest concerns about efforts to coordinate and align statewide work to support healthy schools?
4. Right now, what are you most excited about related to efforts to coordinate and align statewide
work to support healthy schools?
5. My role in my organization is:
• Executive director/CEO
• Vice president or other C-level (chief financial officer, chief operating officer, etc.)

Tools

• Program or project manager
• Staff/program or project implementer
6. What else would it be helpful for us to know? Can you offer any other feedback on today’s
meeting?
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The foundation community is not unaware of
its own need to build capacity. Various funders
strive to better understand their customary practices and, in so doing, improve the chances for
their own effectiveness. The Center for Effective
Philanthropy’s (CEP) Grantee Perception
reports, the publications and conferences of
Grantmakers for Effective Organizations (GEO),
and the guides produced by GrantCraft, the
Giving Practice, and others offer foundations
resources that help them reflect on their practices to increase their chances for success.
But why have more foundations not intentionally
and comprehensively assessed their own institutional capacity, given that doing so has proven
so beneficial to their grantees? Undoubtedly,
some foundations may believe that time spent
assessing (or building) internal capacity takes
time away from pursuing their core, field-facing
work. As one funder interviewed for this article

Key Points
•• A rapidly changing, global sociopolitical
environment requires foundations to be
nimble in maximizing opportunities to
advance their agendas. At the same time,
grantmakers are establishing ever more
ambitious goals that often require grantees
to function at peak capacity. Why, then, have
more foundations not assessed their own
institutional capacity?
•• This article discusses an assessment of 54
foundations that participated in taking a new
tool, developed for funders by TCC Group,
to explore five core capacity areas shown to
be central to organizational effectiveness.
The Foundation Core Capacity Assessment
Tool’s findings should not be seen as a
report card, but rather a data-driven prompt
for reflection and collective learning.
•• While a diverse set of funders participated in
this assessment, a larger pool will be needed
to make broader statements about sectorwide trends. Nonetheless, the preliminary
findings shared in this article do offer an
unprecedented first look at how foundations
are holistically assessing their institutional
capacity as part of their efforts to maximize
impact at a critical point in history.

remarked, “There can be a mindset among
foundations that focusing on our own capacity
may diminish our ability to be mission driven.”1
Others may see addressing their own capacity
needs as a luxury. Another foundation official
interviewed for this article noted that in the

TCC Group conducted confidential interviews with a small number of staff at a subset of the 54 foundations that participated
in TCC Group’s Foundation Core Capacity Assessment Tool, to gain their perspective on lessons learned from the process.
1
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Introduction
Foundations know all about capacity building.
They have long understood that strengthening
the leadership and operations of the organizations they support will increase their potential
impact. Funders have also become more nuanced
in their capacity-building approach, having
learned that even organizations doing similar
work may need different types of training, technical support, or other resources. Understanding
the distinct capacity-building needs of grantees
requires undertaking a holistic assessment of
organizational strengths and challenges, and
identifying points of tailored intervention.

Fine, Raynor, Mowles, and Sood

[M]aximizing impact
requires that all components
of this system — including
foundations — operate at
their full potential, balancing
strategic focus with flexibility
needed in these changing times.
Tools
past, it was seen that “if we had a dollar, we’d
rather support a grantee doing work in the field.”
Foundations may also feel that assessing their
capacity may highlight areas of focus — e.g.,
management structure, staff morale, or commitment to diversity, equity, and inclusion —that
the organization is not prepared to address. Or
they may believe that they are doing their work
just fine, with no need to test that assumption.
We argue that heightening sector attention to the
issue of foundation capacity is especially critical
now. A rapidly changing sociopolitical environment in the United States and globally requires
all organizations to be nimble and adaptable
in maximizing opportunities to advance their
agendas. In addition, each day funders are establishing ever more ambitious goals for their
grantmaking, often expecting organizations they
support to function at peak capacity to achieve
impact (Raynor, Cardona, Knowlton, Mittenthal,
& Simpson, 2015). However, maximizing impact
requires that all components of this system —
including foundations — operate at their full
potential, balancing strategic focus with flexibility needed in these changing times. Concluded
one funder, “We came to the realization that for
us to have the greatest impact, our staff had to be
best positioned to do their role.”

What Do We Know About Foundation
Capacity? A Brief Look at the Literature
A good deal has been written about how foundations can heighten their effectiveness by doing
their work well — encompassing such elements
78 The Foundation Review // thefoundationreview.org

as conducting work responsively and respectfully, in a way that builds partnerships with supported nonprofits and funding peers; performing
the financial and legal oversight and compliance
that is required of all grantmaking efforts; and
ensuring efficient internal operations so grant
dollars can get out the door.
Much of the existing literature focuses on
improving specific dimensions of foundation
practice to strengthen achievement of the foundation’s core purpose: social impact. Strategic
clarity (Brest & Harvey, 2008), benchmarks for
ethical operations (Jagpal, 2009), clarity about
roles (Jaffe, 2013), enhanced transparency (see
http://glasspockets.org), and heightened attention to diversity, equity, and inclusion (Yu,
Nicholson, & Nash, 2013; Shmavonian, 2003; D5
Research at d5coalition.org; Dressel & Hodge,
2013) have all been identified as key areas for
foundation capacity building.
Practical tools also abound. GrantCraft’s wealth
of case studies and resource guides (GrantCraft,
2012; Jaffe, 2003) help program staff use analytic
tools (e.g., landscape analysis) and strategies
(advocacy, organizing, policy change, alliance
building, and donor collaboration) to enhance
institutional impact. The widely respected
Grantee Perception Report (CEP, 2014) helps
funders understand how their practice is perceived by their grantee partners. Finally, various professional development resources seek to
strengthen the knowledge and skill sets of foundation staff (Kibbe, Setterberg, & Wilbur, 1999;
Council on Foundations, 2006).

A Learning-Oriented Approach
In surveying this literature base, we found two
elements to be lacking and indeed needed: first,
a systemic and comprehensive organizational
approach that sees the multiple, discrete elements of institutional practice and operations
in relation to one another; and second, a datadriven assessment tool (comparable to those
that exist for nonprofits) that allows foundation
stakeholders to candidly assess their organizational strengths and challenges and to generate
action based on findings. Our perceptions were
corroborated by the foundations TCC Group has

Foundations Assessing Their Capacity

partnered with over decades in assessing their
own grantees’ capacity in systemic, data-driven
ways. We consequently undertook to develop
a new resource focused specifically on examining foundation capacity in a comprehensive and
integrated way.

Two primary considerations underlie the construction of any assessment tool: determining
relevant content (i.e., what constitutes a capacity worth measuring), and designing effective
methods (i.e., how valid and reliable are the
data collected).
To address the content question, we drew on
a range of sources. First, we opted to use the
CCAT’s proven core-capacity framework, as
we believed it held two advantages. First, its
wide use over many years allowed for parallels
to be drawn between nonprofit and foundation
findings. Second, its comprehensive approach
allowed for looking at discrete practices through
multiple lenses. For example, a foundation’s evaluation strength involves both technical capacity
(having the knowledge and skills to gather information) and adaptive capacity (using findings to
modify interventions as needed).

Second, we drew on a thorough literature
review on foundation capacity and effectiveness,
including academic and practitioner literature
and tools, supplemented by conversations with
our foundation partners and TCC Group’s own
expertise in supporting nonprofit capacity building. This process led to the creation of capacity
categories that seemed most substantive and at
the same time broadly applicable to a variety of
foundations, regardless of type or size.
We sought to be as comprehensive as possible,
but necessarily had to leave some areas out. For
example, we opted not to include governance, as
we felt governance models were too diffuse to
enable identifying agreed-upon behavioral indicators. We also omitted leadership sustainability,
perceiving it to be less of an issue for foundations than for nonprofits. Finally, given the tool’s
intended use by foundation staff and directors
rather than external partners, we chose not to
include various areas where internal members
were ill positioned to judge, such as whether a
foundation effectively navigated power dynamics
(though we did include elements that could contribute to this asset).
We tested our preliminary list of content categories with foundation and evaluation colleagues (Kelly, Cockfield, Raynor, & Sood,
2013). Finally, we used statistical analysis to
confirm and/or reorient proposed content categories, analyzing how individual items grouped
together, and identifying the underlying construct of these groupings.
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In so doing, we understood the limitations of
any assessment of organizational functioning. The advantage we enjoyed was having
pioneered a nonprofit organizational capacity assessment. TCC Group’s Core Capacity
Assessment Tool (CCAT) has been used by more
than 5,000 nonprofit organizations domestically
and globally. This online, survey-based tool
collects information from key decision-makers
within an organization and posits prioritized
recommendations for building organizational
capacity based on integrated findings. The
CCAT measures a nonprofit organization’s effectiveness according to a comprehensive capacity
“framework,” examining four overarching core
arenas critical to nonprofit success — leadership, adaptability, management, and technical
capacity — as well as organizational culture.
The CCAT provided an ideal basis from which
to begin to develop a Foundation Core Capacity
Assessment Tool (FCCAT).

We consequently undertook
to develop a new resource
focused specifically on
examining foundation capacity
in a comprehensive and
integrated way.
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FIGURE 1 The Five Core Elements of Foundation Capacity

Tools
The resultant FCCAT consists of 148 items
grouped into 43 “subcapacities” within the five
core capacity areas. (See Figure 1):
• Leadership capacity (seven subcapacities)
• Adaptive capacity (seven subcapacities)
• Management capacity (eight subcapacities)
• Technical capacity (12 subcapacities)
• Organizational culture (nine subcapacities)
To address the second key question, concerning methods, we applied field-accepted practices
related to effective capacity assessment. For the

purpose of a rapid diagnostic, methods that drew
on directly observable behavior or multistakeholder perception (e.g., 360 review) seemed both
impractical and too costly. We opted instead for
an independent, multirespondent-structured
self-report, in which multiple individuals from
the same organization answer online questions independently. To minimize perception
biases, we constructed items to address concrete,
observable behavioral characteristics, rather
than perceptions. Presented to respondents in
static random order, all items used a five-point
Likert scale ranging from “strongly disagree”
to “strongly agree.”2 Finally, the responses of all
respondents were aggregated together to create
single scores for each subcapacity.

2
The items were originally randomized so that items are not presented in order of their category. Once statistical analysis was
completed, a final randomized order was generated and the tool was then made static.
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After initial construction and revision, the
FCCAT was pilot tested with 23 foundations.
TCC Group conducted rigorous statistical analysis to create scales and ensure item reliability
and validity. Modifications were made based on
pilot analysis.

A total of 58 foundations participated in the
assessment in spring of 2016; each foundation
received a confidential, customized report summarizing institution-specific findings. TCC
Group conducted another round of rigorous
statistical analysis to validate the final instrument and remove data that did not meet quality
criteria. Ultimately, all scales held up (Cronbach’s
alphas between 0.71 and 0.86).

A First Round of Insights
At its core, the FCCAT serves as a quantitative
measure of the demonstrated behaviors and
attitudes of an institution, as perceived by individuals within that foundation. While staff perceptions yield findings across three broad ranges
(“strong,” “satisfactory,” and “challenging”),
the FCCAT itself does not ascribe value to the
traits examined; rather, it is foundation members
themselves who determine whether results are
“good” or “bad” according to their alignment
with institutional values. In this context, the
FCCAT should not be seen as a report card, but
rather a data-driven prompt for refection (both
individual and group) and collective learning.
Completing the FCCAT represents only the first

step in the process to assess institutional capacity. Guided discussion of findings, engaging
participants who completed the assessment as
well as potential others within the institution,
allows for reflection on comparative strengths
and challenges; consideration of why members
differently positioned within an institution might
regard capacity in different ways; consideration
of where assessments reflect stated institutional
priorities, and where they may differ; and preliminary thinking about action steps a foundation
may choose to take to address capacity areas
deemed essential to enabling its strongest work.
FCCAT “interpretation sessions” at participating foundations have proven illuminating in
this regard, as staff have often sought to identify
needed action from capacity findings in relation
to complementary learning processes such as
strategic planning, portfolio assessment, stakeholder alignment, environmental mapping, and
team-building efforts.
Foundations chose to participate in the 2016
FCCAT assessment for a variety of reasons. One
funder commented,
We’ve required organizations to do all of this work.
But we haven’t had a focused, formalized process
to do it for ourselves. We were curious about,
‘What does it feel like to do it?’ The process made
us appreciate the investment and resources necessary to undertake capacity building.

Another noted, “It’s good to sit back and reflect
every once in a while, and ask how we could do
things better. Our FCCAT results are a reflection of who we are, how we do things, how we
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The FCCAT was relaunched in early 2016.
Through a Ford Foundation grant to assess foundation capacity, 75 foundations were invited to
use the FCCAT to explore their institutional
capacity at no cost. To ensure participant anonymity, we required that at least three staff
complete the assessment, and advised that participants with knowledge of foundation management, operations, and grantmaking would be
best able to respond to tool items. On average,
participating foundations had six staff complete
the tool, though the number of participating staff
ranged from the minimum of three to a high of
40. The average number of grantmaking staff at
participating foundations was four, indicating
that the saturation of participants was fairly high.

At its core, the FCCAT serves
as a quantitative measure of
the demonstrated behaviors
and attitudes of an institution,
as perceived by individuals
within that foundation.
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FIGURE 2 Average Scores of 54 Foundations Across Five Core Capacities

Tools
interact internally, and our values.” A community foundation representative remarked,
We are continually working on strengthening our
organizational culture and aligning our work with
our values. We are funded by philanthropic dollars and we feel a high level of accountability as a
result of that source. We have to make sure that we
are highly efficient and highly effective. And we
believe a healthy culture and work environment
supports highly effective and efficient organizations. It was a natural fit.

After completing individual institutional assessments, TCC Group aggregated findings from 54
of the 58 participating foundations to identify
common strengths and challenges, as well as
areas of greater variation. Participating foundations reflect a broad array of characteristics.
The largest share of participants self-identified
as “private” foundations (34 percent), followed
by community foundations (24 percent), family
foundations (18 percent), public foundations (16
percent), operating foundations (6 percent), and
corporate foundations (2 percent). A majority of
participants (56 percent) reported annual 2015
giving in the range of $1 million to $10 million,
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with 28 percent giving more than $10 million
and 16 percent giving less than $1 million. Just
over one-third (34 percent) reported having fewer
than five staff members, followed by 30 percent
reporting five to 10, 26 percent with 10 to 25, and
10 percent with more than 25 staff members.
Finally, the initial set of FCCAT participants
was more likely to make grants nationally and/
or internationally (24 percent) than is true for
U.S. foundations as a whole. Remaining FCCAT
funder respondents indicated giving regionally
(32 percent) or locally (44 percent).
While a diverse set of funders participated in this
assessment, findings should not be considered
representative of the foundation field. A larger
pool of FCCAT users will be needed to make
broader statements about sectorwide trends.
Nonetheless, the preliminary findings do offer an
unprecedented first look at how foundations are
holistically assessing their capacity.

Overall Findings
Across the five core capacities measured by the
FCCAT — adaptive, leadership, management,
organizational culture, and technical — all rated

Foundations Assessing Their Capacity

TABLE 1 Leadership Subcapacities and Definitions

Subcapacity

Definition

Advocacy

The foundation directly undertakes and/or funds advocacy work and
externally communicates advocacy goals.

Board championship

The board is knowledgeable about and an active champion of the
foundation’s work and approach.

Board-staff relationship

The board works respectfully with senior staff leadership, ensuring shared
strategy and accountability to meeting the organizational mission.

Commitment to internal
diversity, equity, and
inclusiveness

The foundation’s practices reflect commitment to diversity of staff and
board as well as meaningful inclusion of the communities served.

External leadership

The foundation plays a recognizable and credible leadership role on issues
relevant to its mission, including raising up other voices.

Foundation vision

Foundation leaders articulate and direct resources toward a clear and
compelling vision.

Internal decision-making

Foundation leaders make decisions guided by mission priorities and
inclusivity values, and are skilled at putting ideas into action.

as “strong” or “satisfactory,” according to staff
at the 54 sampled foundations. As one funder
remarked, “Foundations seem to rate themselves
pretty highly. This may reflect not really having
a frame of reference and may be part of overall
education about foundation capacity.”
Averaged capacity scores across the five core
capacities were also very similar, ranging from
222 to 237. (See Figure 2.) This is not altogether
surprising, given the smoothing of results due
to the aggregation of individual organizational
data. In addition, differences in foundation type,
size, and scope did not have a notable impact on
overall capacity scores.
Nonetheless, scores recorded by individual foundations at times varied widely from the overall
averages reported for the core capacities and
among the 34 subcapacities. For example, within

management capacity, individual grantee relationship-management scores ranged from 125
to 290; within adaptive capacity, innovation and
experimentation scores ranged from 123 to 265;
and within leadership, capacity board-staff relationship scores ranged from 108 to 290. More
detailed examinations of the five core capacities and the 43 subcapacities measured by the
FCCAT follow.
Leadership Capacity

Leadership capacity refers to the ability of organizational leaders to inspire, prioritize, make
decisions, innovate, and steer a foundation
toward achieving its mission. We understand the
capacity for leadership to be available to multiple parties across an organization, rather than
resting in a single individual. (See Table 1.) The
aggregate data from 54 participating foundations
yielded two key findings:
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Leadership

The ability of all organizational leaders to create and sustain the
foundation’s vision. This includes the capacity of leaders to inspire,
prioritize, make decisions, innovate, and provide appropriate direction
to achieve an organization’s mission.
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• Foundations report strength in articulating
a vision and maintaining a leadership role
on core issues.
• Funders appear relatively less engaged in
supporting advocacy and advancing the
diversity, equity, and inclusiveness of their
staff.

Tools

Many have written about the power a senior
leadership team has in advancing a foundation’s
core purpose, and the various responsibilities
and roles diverse members play to strengthen
institutional leadership overall. For example, a
review of 19 foundations found that senior leadership teams can help define a foundation’s mission and goals and ensure alignment on these
goals across program areas, among others areas
(Berman, 2016). Others have found that foundations can use their bully pulpit to garner support
for investment priorities; for example, funders
involved in civic-change initiatives have successfully used their voice to “mobilize political
will” in communities that may otherwise have
been ignored by those in power, illuminating the
value of conveying a strong vision in the broader
environment in which one funds (Auspos,
Brown, Kubisch, & Sutton, 2009).
Our data showed that funders typically consider themselves “strong” in external leadership,
according to the 54 sampled foundations. This
capacity encompasses a foundation’s ability to
demonstrate leadership within relevant communities and to convey an organizational vision.
They also consider themselves strong in internal
decision-making and board-staff relationships.
This latter finding may seem surprising given
concerns sometimes expressed by program staff
about the degree of board involvement in foundation processes.
In contrast, foundation commitment to internal
diversity, equity, and inclusion (DEI) received
the lowest subcapacity score within leadership
capacity and the second-lowest score among all

FCCAT subcapacities. Interestingly, the FCCAT
found significant variance in internal DEI scores
across the sample, indicating that respondents
within the same institution perceive this capacity differently from one another. Among these
foundations, there appears to be a particular
need to address how active they are in seeking
out staff from diverse communities and their
commitment to having a staff that reflects the
communities they serve. D5, a five-year initiative undertaken by a coalition of foundations to
expand DEI in the sector, encouraged funders
to consider diversifying their staff and boards,
invest in diverse communities, and implement
various practices to support diversity objectives.3
At the same time, the sampled foundations
ranked themselves much higher on cultural competency (a subcapacity included within technical
capacity), which encompasses the skills foundation staff need to engage effectively with people
from different backgrounds and positions. As one
funder explained,
We can’t have our grantees be fluent on DEI and
not have our foundation staff have equal capacity
to do that work, because there would be friction.
So that is what forced us into this. We’ve worked
on this because we’ve had to work on it.

Adaptive Capacity

Adaptive capacity addresses a foundation’s ability to monitor, assess, and respond to changes in
the internal and external environment, and to
change course as needed to enable impact. (See
Table 2.) Aggregated results indicated that:
• Despite being active participants and learners in the sector, foundations consider themselves less adept at developing strategies.
• Foundations commonly underutilize data
and formal and informal evaluations to
inform their decision-making.
Adaptive capacity is essential for foundations that
wish to ensure their investments are targeting

For perspective on the role of foundations in supporting DEI internally and externally, see the resources of the D5 Coalition
at http://www.d5coalition.org/tools/d5-research. The coalition produced a range of resources for funders interested in
understanding and promoting DEI in the sector.

3
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TABLE 2 Adaptive Subcapacities and Definitions
The ability of a foundation to monitor, assess, and respond to changes
in the internal and external environment.

Subcapacity

Definition

Data-informed approach

The foundation uses different kinds of data to inform decisions.

Environmental learning

The foundation stays abreast of needs, opportunities, and shifts
in relevant environments through connecting to peer funders, the
community, and other relevant actors.

Evaluation

The foundation incorporates in formal and informal evaluation efforts
and shares information with external stakeholders.

Foundation networks

The foundation actively participates in peer networks and other
collaborative efforts to advance shared objectives.

Innovation and experimentation

The foundation demonstrates a willingness to challenge assumptions,
try new things, and modify existing approaches.

Networking grantees

The foundation actively connects grantees with potential allies, such as
nonprofits and other funders.

Strategy development

The foundation intentionally develops, assesses, and revisits strategic
priorities and practices.

what’s most needed and to equip their grantees’
ability to respond to needs and opportunities
that emerge in real time, often within a grant
period. While our early literature review did
not yield an agreed upon set of adaptive-capacity
elements, we did find a number of features noted
by various experts. Brown, Colombo, & Hughes
(2009), for example, described their effort to facilitate real-time learning within a foundation seeking to improve its impact in communities served.
To progress, the foundation modified its staffing
structure, adding new positions and an entire
team focused exclusively on strengthening and
facilitating across the foundation. Other scholars,
focused on the state of evaluation at foundations,
have observed that misalignment between evaluation goals and assessment processes may lead
to challenges when making adaptive decisions
(Coffman & Beer, 2016).
The FCCAT data showed that foundations rely
heavily on peer networks and engagement with

their grantees for knowledge that can help guide
decision-making. Also rated as “strong” among
the 54 sampled foundations were innovation and
experimentation, and environmental learning.
One foundation, however, officially noted, “One
of our issues is environmental learning. We do
our best to talk to a broad audience, but we don’t
always do enough. The FCCAT results were a
reminder of where we need to stay on our toes.”
Foundation capacity for strategy development
and engaging a data-informed approach rated as
relatively less robust, with both scores falling in
the “satisfactory” range.
Following these capacities was formal and informal evaluation, which received the lowest score
overall among all 43 subcapacities measured by
the FCCAT. Foundations did report some success
in creating space to reflect on lessons learned,
but appeared to lack clear criteria for determining whether the work is effective. They also lack
a regular system or approach for evaluating their
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TABLE 3 Management Subcapacities and Definitions

Tools

Management

The ability of a foundation to ensure the effective and efficient use of
its diverse organizational resources.

Subcapacity

Definition

Financial-mission
management

Foundation management of resources, including investments and
budgeting, is well-aligned with the institutional mission.

Grant-portfolio
management

The foundation’s portfolio-level strategy is clear, intentional, and nimble,
utilizing diverse funder tools and approaches.

Grantee-relationship
management

The foundation has effective, respectful, and thoughtful relationships with
its grantees.

Grantmaking processes

The foundation has effective, efficient, and consistent processes and
systems for making and monitoring grants.

Risk approach

The foundation is willing to take appropriate risks and utilize multiple
strategies to achieve greater outcomes.

Staff communication

The foundation has open and respectful channels of communication and
feedback across levels of staff.

Staff development

The foundation supports professional development of staff through
coaching, mentoring, training, and other means.

Staff-performance
management

The foundation has effective human resource policies and practices,
cultural sensitivity, and clear work expectations.

portfolios.4 This finding reflects the need for a
“deeper culture change and a commitment to
a different way of thinking and interacting, for
which there aren’t widely accepted guideposts,”
remarked one funder. Effective evaluation necessitates “dealing with power and learning, which
requires a more specific type of human capital.”
Management Capacity

Management capacity addresses a foundation’s
ability to ensure the effective and efficient use of
its diverse organizational resources. (See Table 3.)
Aggregated results suggested that:
• Foundations benefit from strong management across internal and external roles.

• Funders evidence some aversion to taking
risks.
Researchers have identified various elements of
management capacity for foundations — such as
the importance of talent management, or human
capital (typically addressed through professional
development and performance reviews), and
the importance of effectively selecting and managing grantees (Coon, 2012; Fleishman, 2009).
Also important is how a foundation determines
its appropriate level of risk, as answers to this
question help define the strategies a foundation
is likely to support, the time period in which it
expects to see outcomes, the scope of the goals it
embraces, and the partnerships it determines are

These findings are consistent with a recent report from the CEP (2016) on the challenges foundations commonly face
in incorporating evaluation and learning practices into their institutional practice and in applying lessons learned to
grantmaking activities.

4
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essential to achieve impact. Establishing clearer
processes and criteria to guide a foundation’s
risk approach is however still needed, it seems.
As noted by a participant at a 2015 GEO learning
event (Smart, para 1),

Across participating foundations, management
capacity yielded the strongest results, with seven
of the eight management subcapacities falling
within the “strong” range. “Foundation staff
seems to be good at the fundamentals of management, for which there are widely accepted
guideposts and a corresponding talent pool from
which to draw,” concluded one funder interviewed for this article. Since the various components of management capacity comprise the daily
activities of foundations, these results are perhaps
not surprising. Indeed, compared to nonprofits,
foundations are likely to enjoy greater resources
for carrying out their core functions, such as
financial and grants portfolio management and
staff development. This said, in keeping with the
observation voiced by the GEO event participant
above, sampled foundations indicated relatively
less confidence in their institutions’ willingness
to take “risks” or make use of multiple strategies
to achieve bigger outcomes. The overall score
for risk approach fell in the “satisfactory” range,
perhaps reflecting lack of clarity or criteria for or
assessing and managing risk.
Technical Capacity

Technical capacity broadly addresses whether a
foundation has the skills and resources it needs
to carry out its key organizational and programmatic functions. (See Table 4.) Aggregated
FCCAT results indicated that:
• Foundations show wide variation in their
capacities, with financial management,

• Grantmakers identify the need for enhanced
technology and evaluation abilities, among
other skills.
• Fundraising capacity represents a challenge
for some funders.
Technical capacity is perhaps the arena where
foundations and nonprofits have the greatest
overlap, due to similarities in the infrastructure
and resources they each need to operate. That
being said, specific areas of technical capacity are
commonly identified as critical for foundations
to acquire and, accordingly, foundation-support
organizations often tailor trainings and learning
activities toward strategic communications, technology support, and knowledge management
(Auspos, et al., 2009; Berman, 2016; Coon, 2012).
Membership organizations working in the field
have programs that help foundation staff build
technical capacity. Philanthropy New York (2015),
for example, has an Essential Skills and Strategies
for New Grantmakers series that covers legal
knowledge, communication, making sound funding decisions, and several other topics.
Technical capacity represents an area of strength
for the 54 foundations sampled overall, potentially reflecting the ability of funders to allocate
resources where needed to enable effective work.
The strongest scores tallied were for financial-management skills, followed by cultural competency and grantmaking skills. By comparison,
foundations reported lower scores for technology
and evaluation, advocacy, knowledge management, and technology skills. For community
and public foundation respondents that engage
in raising money, fundraising skills received the
lowest score. Findings for this initial FCCAT
assessment of technical capacity also indicated
greater variation in individual scores among the
specific subcapacities, compared to the other four
core capacities. This suggests that staff display
markedly different levels of skill and competency
across the various operational areas examined.
The Foundation Review // 2017 Vol 9:2 87

Tools

Grantmakers are often asked by internal stakeholders, such as our boards, and external stakeholders,
such as our grantees, to take more risks. But what
do they mean by risk? Is risk-taking essential to
innovation and learning? What’s the right amount
of risk that’s appropriate? How does it relate to our
and our grantees’ appetites for failure? And, how
do we have productive conversations with board,
staff, and grantees about risk anyway?

grantmaking, and cultural competency
ranking as top skills.
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TABLE 4 Technical Subcapacities and Definitions

Tools

Technical

The ability of a foundation to implement its key organizational and
programmatic functions through available technologies, tools, and
staff skills.

Subcapacity

Definition

Advocacy skills

The foundation has skills to engage in and/or support policy advocacy and
overall issue advocacy.

Cultural competency

Foundation staff has skills to work and communicate effectively with people
from different backgrounds and positions.

Evaluation skills

The foundation has the skills to carry out evaluation and learning activities.

Facilities

The foundation has appropriate and well-managed facilities.

Financialmanagement skills

The foundation has the ability to effectively administer day-to-day financials
and manage the budget.

Fundraising skills

The foundation has the ability to identify and cultivate new funders for the
its work.

Grantmaking skills

Foundation staff has effective skills for grantmaking activities (e.g.,
managing grantmaking processes, budget development and management,
developing grant strategy, conducting due diligence, and holding contentspecific knowledge).

Knowledgemanagement skills

Foundation staff has the ability to share and codify information within the
foundation, over time, and across teams.

Legal skills

The foundation has sufficient resources to guide it regarding legal issues.

Strategic
communication skills

The foundation has the skills to effectively message its priorities and work.

Technology

The foundation has the necessary technology resources (e.g., equipment,
systems, software) to run efficient operations.

Technology skills

The foundation has the technological skills to effectively use and maintain
technology resources.

Organizational Culture Capacity

Organizational culture capacity encompasses the
values, assumptions, and behavioral norms that
guide how a foundation carries out its work. (See
Table 5.) Aggregate FCCAT results indicated that:
• Foundations indicate a consistent sense of
the cultural values, assumptions, and behavioral norms that shape their institutions.
88 The Foundation Review // thefoundationreview.org

• Funders perceive their institutions as less
likely to value different perspectives.
Shared cultural norms can be critical to the success of foundations in advancing their missions.
Grantmakers for Effective Organizations (2016)
argues that intentionally addressing and shaping foundation culture is critical and ties the
organizational culture of foundations directly
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TABLE 5 Organizational Culture Subcapacities and Definitions
The values, assumptions, and behavioral norms that guide how a foundation
carries out its work.

Subcapacity

Definition

Cohesion

The foundation’s climate is congenial.

Demonstrating
accountability

Foundation leaders are held accountable for making decisions that advance
the organization’s mission.

Demonstrating clear
and lived values

The foundation holds clear values that guide its practices for interpersonal
interaction, both internally and externally.

Demonstrating
transparency

The foundation is open in sharing information with external audiences.

Empowerment

Foundation staff members are given the support and space to exert their own
ideas and feel like they can be successful.

Encouraging
collaboration

The foundation’s climate and practices foster collaboration for shared
purposes.

Supporting staff
sustainability

The foundation’s climate and work conditions support staff’s sustained
enthusiasm for and ability to manage work activities and responsibilities.

Valuing different
perspectives

The foundation actively considers diverse viewpoints when making decisions.

Valuing learning

The foundation’s staff members are encouraged to reflect on their work and to
see mistakes as an opportunity for learning.

to their impact on grantees (David & Enright,
2015; GrantCraft, 2015).5 Research from the
CEP supports this conclusion, finding that when
foundation staff are knowledgeable about the
communities in which they work, feel high levels of empowerment, and learn from past performance, grantees are more likely to perceive
greater clarity and consistency, perceive the
foundation to have more impact, and feel more
positive about the quality of their relationships
(Bolduc, 2016). Finally, Rockefeller Philanthropy
Advisors (2016) builds on Peter Drucker’s “theory of business” conceptual framework to posit
a “theory of the foundation,” which offers a way
to clarify and understand how a foundation
5

allocates resources, makes decisions, and defines
success. It can also illuminate distinctions and
commonalities among foundations, leading to a
way to compare and analyze how a foundation
operates and the results it achieves.
Reponses from the 54 sampled foundations indicated that they have a clear and cohesive sense of
their institutions’ cultural values, assumptions,
and behavioral norms and that they perceive
these attributes in similar ways. Three of the
subcapacities rated as “strong” — demonstrating
clear and lived values, demonstrating accountability, and empowerment — and the remaining
six subcapacities as “satisfactory.” The ultimate

The CEP (2014) also offers a foundation Staff Perception Report, which assesses how staff experience organizational culture.
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“A continual focus on
strengthening your
organization’s capacity to
drive community change
will result in higher levels of
effectiveness and change for
the community,” a foundation
leader said.
impact of cultural norms may be harder to determine, but they do provide a means for staff to
engage with one another, express their points
of view, and align to achieve shared goals. They
also have strong implications for foundation relationships with grantees. As one funder stated,
“For all foundations, there’s a risk of sitting in
our ivory tower that breaks down two-way communication and transparency. I find adaptive
capacity and organizational culture are both critical for determining how grantee relationships
are managed.” The act of reflecting on organizational culture can also be essential to increasing
effectiveness. Remarked another funder,
It’s been our experience that we as an organization
are more comfortable asking others to take up various behavior changes than ourselves internally. But
where we have been fairly successful is when we
confront the importance of the work. How can we
get better at it? We often come back to ourselves.

Rethinking Foundation Capacity
This article began by asking, “Do foundations
need to build capacity?” Undoubtedly, there are
many foundations already engaged in efforts
to enhance various aspects of their operations,
whether by hiring an executive coach to support
a new leader, retaining a communications specialist to boost external messaging, or adopting
the latest grants-management software. But
these approaches to capacity building tend to be
piecemeal and fall short of thinking of the organization as a whole — how a foundation leads,
90 The Foundation Review // thefoundationreview.org

makes use of its human talent and technology,
learns and adapts, and engages with external
stakeholders and audiences. Without this organizational intelligence, foundations are at risk of
underutilizing their powerful resources.
The FCCAT assessments suggest tremendous
potential for learning and improvement among
funders who undertake a comprehensive assessment of their current capacity. It also reflects a
growing perspective on the part of foundations
that their effective functioning is critical to having an impact. One funder remarked,
Turning the lens toward the foundation has been
a relatively recent development. We had professed
for some time that our foundation’s impact was
dependent on the capacity of grantees. But we’ve
become less comfortable using grantee effectiveness as a proxy for our own.

Another funder commented, the “FCCAT is a
helpful reminder of what we’re not doing.”
The process of assessing capacity can also be
challenging, especially for those who feel they
are doing everything possible to advance the
mission of the institution or for institutions less
comfortable with reflective practice more generally. A funder observed that “a number of our
colleagues struggle not to hear behavioral feedback as condemnation of their commitment.”
The time needed to undertake a capacity assessment and act upon the learnings may also be perceived as an impediment for some foundations.
Funders may feel they are too busy doing their
work to explore how they might do that work
differently to increase impact.
Outweighing these concerns, however, are the
very real benefits that come with better understanding of institutional capacity and needs.
Addressing staff needs for increased training
opportunities can lead to improved staff capacity,
greater organizational loyalty, and even the identification of the next generation of leaders. One
funder noted,
Our approach around capacity building has moved
from remedial for both grantees and staff to “good
to great.” How do we find folks who are meeting or
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exceeding expectations and bring them to the next
level? Coaching is now a reward; if you’re doing
well, you get a coach. We’re focusing on learning
from each other and less on fixing deficits.

Critical to engagement in a capacity-building
assessment is buy-in from organizational leaders.
As one funder remarked,
When it comes to culture change and organizational development, there’s a ceiling to what
you can achieve without senior leadership who
reinforce what you’re trying to spread. If they are
unaware or not supportive, it is easy for them to
undermine what you’re trying to achieve.

Engaging in holistic assessment of foundation
capacity remains in its early days. As more
funders make use of the FCCAT or other tools,
there will be both an increased understanding
of foundation capacity needs and a greater ability to generate more nuanced benchmarking
by foundation type, size, and other characteristics. For example, one community foundation
leader said, “We want to compare our scores
to the aggregate, particularly to community
foundations.” With that information in hand,
the foundation can better answer such questions as “How do we continuously invest in all
the subcapacities in the survey, and how do we
prioritize?” and “What’s next for our organizational development?” Foundations that engage
in capacity self-assessment will also be afforded
invaluable perspective into the experience of the
grantees seeking to build capacity and in identifying how their needs might align. “If we’re
going to make wise resource decisions,” concluded another funder, “our capacity has to be in
sync with nonprofit capacity.”
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Introduction
We have all heard the clarion call for risk-taking
in philanthropy. “To make a difference, family
philanthropy must take more risk,” argues a blog
post from The Philanthropy Workshop (Lorenz,
2016). “Philanthropy is the go-to partner for
risk,” proclaims another, from the Rockefeller
Foundation (Rodin, 2013). For its centennial celebration, the New York Foundation titled its main
report Taking Risks That Matter (Barboza, 2009).

These questions provided the focus for several
qualitative and quantitative research projects
pursued by the Open Road Alliance and Arabella
Advisors over the past two years. The initial conclusions of this exploratory research are straightforward: Philanthropists talk a lot about taking
risk, but they hardly do anything to define,
assess, or manage it.
No industry standards exist for discussing,
assessing, or planning for risk in philanthropy.
Few grantmakers assess risk during the grant
application process, and even fewer have processes in place to respond to anticipatable risks
once a project is underway. The problem is not
that philanthropists consciously seek to avoid
risk; as noted above, funders are often explicitly described — and describe themselves — as
risk-takers. The problem is this: Without appropriate structures in place, philanthropy’s noble
intention to take risks for the common good
remains largely a noble intention. Without

•• Critical gaps exist in philanthropy’s definitions of and approach to risk management.
This article describes the scope of the
problem and a framework for philanthropists
to adopt risk-management practices that
better equip the sector to address the
challenges of our time.
•• In 2015, the Open Road Alliance surveyed
hundreds of funders and grantees to explore
questions about risk and contingency
funding. The next year, Open Road partnered
with Arabella Advisors for a qualitative
analysis of existing foundation policies and
procedures related to risk. The combined
results suggest a need for contingency
funding – and a lack among most funders
and nonprofits of the basic structures,
systems, and policies to address risk, which
in turn leads to a breakdown in communication between funders and grantees.
•• The world is unpredictable; no amount
of planning can prevent disruption by
unscripted events. This article, through
quantitative and qualitative research coupled
with illustrative case studies, highlights
the importance of risk management and
encourages its adoption throughout the
philanthropic sector.
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Philanthropists have long maintained that they
are willing and able to take risks that neither
the private sector nor government can. But how
many risks do philanthropists really take? And
how do they manage those risks?

Key Points
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Risk is the likelihood that
an event will occur that will
cause some type of undesirable
effect. Risk events can occur
anywhere, anytime. They
may be predictable or not,
controllable or not, and
caused by internal or external
variables.

Sector

taking steps to accurately identify, understand,
and manage risk, philanthropy’s ability to play
the risk-taking role it has set for itself is severely
limited. By the same token, foundations have a
significant opportunity to increase the impact
of their grantmaking by taking concrete steps to
proactively identify and mitigate the risks that
already impact their everyday work.
This article explores the findings of three
research projects conducted to date on this
topic — a literature scan, a survey, and a policy
review. Both the individual and combined findings of these efforts point to a significant gap in
practice for the sector. The article also highlights
some notable bright spots, as well as collaborative efforts underway toward solutions and an
initial set of baseline practices for philanthropic
risk management.

A Definitional Challenge
One of the core challenges in talking about
risk in philanthropy is the lack of a definitional
framework or consensus about how to use key
terms. The importance of such a framework
becomes apparent when we consider the recent
evolution in our sector of a clearer understanding of “impact.” Prior to the turn of this century,
the word “impact” in philanthropy meant little.
Though funders large and small claimed it as
their goal, there was no standard definition of
the term and no best practices for measuring it.
94 The Foundation Review // thefoundationreview.org

While the notion of impact is still imprecise, a
standard framework has emerged with regard to
the differences between output, outcome, and
impact (Stannard-Stockton, 2010). Meanwhile, the
simultaneous use and study of impact metrics is
leading to increased clarity about how to measure
and track it (Hehenberger, Harling, & Scholten,
2013; Twersky, Nelson, & Ratcliffe, 2010).
Without a common vocabulary and set of practices, the usefulness of the word “risk” today is as
limited as the word “impact” was 15 years ago.
When speaking of risk, we propose a definitional
framework based on the work of The Commons
(2017), a task force convened in 2016 to develop
adoptable and adaptable policies for addressing
risk and implementing risk-management procedures throughout the grantmaking value chain:
• Risk is the likelihood that an event will
occur that will cause some type of undesirable effect. Risk events can occur anywhere,
anytime. They may be predictable or not,
controllable or not, and caused by internal
or external variables.
• Risk exists along a spectrum, and identical
events may be deemed more or less “risky”
by different parties depending on their perspectives. In other words, the same risk is
often perceived and experienced differently
by different people and organizations.
• While labeling something a risk implies the
possibility of a negative effect, taking that
risk can be a profoundly positive choice.
Risk can lead to reward.
Risk Culture Versus Risk Management

Grappling effectively with the notion of risk
also requires recognition of a core definitional
distinction between “risk culture” and “risk
management.”
Risk culture refers to an organization’s appetite
or tolerance for taking risk. It is based in choice
and, in a sense, is the “subjective” side of a discussion of risk. In contrast, risk management is
a set of objective tools and practices concerned
with avoiding disruptive events and/or reducing
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FIGURE 1 The Risk-Assessment Cycle

Sector

their negative effects. These tools and practices
are also known as risk mitigation and contingency planning. Risk management is necessary
to deal with the unavoidable existence of risk,
regardless of one’s appetite or tolerance for it.
In grantmaking, risk management comprises a
series of steps that funders and nonprofits can
take to reduce either the likelihood of a risk
event or the harmful consequences of that risk
event, should it occur. Like monitoring and evaluation, risk management is, at its core, a continual learning process: it involves identifying
risks, mitigating them, planning for contingencies related to them, and then monitoring and
reassessing risks as projects move forward. (See
Figure 1.)
What Is at Risk?

Also essential to any discussion of risk in philanthropy is answering the question, “What is
at risk?” Indeed, one of the challenges to the

existing discourse on risk is that different parties often talk past each other regarding the
risks they are willing to bear. For example, an
innovative project with no track record may
seem very risky to a board of directors with
fiduciary responsibilities, but less risky to the
program officer who views the project as essential to achieving the desired impact. One party
is concerned about the risk of wasting money;
the other is concerned about the risk of failing to
achieve impact. To maintain clear terminology,
we recommend the following risk taxonomy
specifically designed for the philanthropic sector
(The Commons, 2017):
• Financial risk. Financial risk refers to the
risk of losing money. Funders are generally sensitive to threats to the foundation’s
endowment or corpus, and place a high
value on avoiding financial risk. However,
proactive management of financial risk
often does not extend to the management
The Foundation Review // 2017 Vol 9:2 95

Winkelstein and Whelpton

of programmatic dollars. This taxonomy
encourages funders to equally consider their
programmatic dollars as investments where
the return is measured in impact. This perspective inspires impact-oriented questions,
such as “How much money are we willing
to risk to achieve the desired impact?” or “In

what scenarios would we rather lose money
than sacrifice impact?”
• Reputational risk. Reputational risk stems
from events that could be seen as embarrassing a foundation or a threat to its brand.
Funder appetite for reputational risk varies,

Risk in the Private Sector
In the for-profit world, the most basic investment equation is one that takes into account the
proportionality of risk to reward. All investments carry risk, though the amount of risk per investment varies as much as the potential rates of return. As such, risk management as both a basic
and a highly sophisticated practice is an integral and natural part of for-profit investing.

Sector

Aside from basic process structures, such as the risk-management cycle, many for-profit tools
are not easily transferable to philanthropy. There are two primary reasons for this: First, most
private-sector risk-management tools rely on the quantification of both risk and return, which is
possible given that both the inputs and outputs are money. Since philanthropy’s output comes
in the form of impact, which cannot always be quantified, the algorithms that form the basis of
actuarial tables and other standard practices around risk are not easily transferable. Second,
the general theory of risk in the private sector is tied to the core assumption that risk is directly
proportional to return — the greater the risk, the greater the potential reward. While this logic can
apply in philanthropy, where innovation and learning is concerned, this axiom does not always
apply to other standard philanthropic approaches.
For example, imagine two otherwise identical projects that work with homeless youth. One project
focuses on a population of homeless youth with chronic substance abuse; the other does not. The
project with subjects who have substance abuse problems is likely to be deemed riskier, but this
does not mean that it will yield higher returns on impact than its counterpart. To illustrate this, let’s
apply the for-profit return-on-investment (ROI) model, where greater risk leads to greater return.
In this scenario, one might expect that putting $100,000 into the riskier investment would have
a higher possibility of failure — that’s the risk part — but should also produce a higher return if
successful, say 90 percent placement in long-term housing. The less risky investment of $100,000
would be more likely to succeed because it’s lower risk, but therefore also at a lower ROI, such as
only 70 percent placement in housing. Yet, experience and intuition suggest that the opposite is a
more appropriate risk-return expectation. A project with the substance-abuse population should,
perhaps, reasonably expect to have lower rates of housing placement (i.e., lower ROI) than its
counterpart, despite the fact that it is deemed “higher-risk.” In this case, higher risk equals lower
returns when measured against dollar inputs.
On the other hand, when considering the added difficulty of placing a homeless youth with
substance abuse in long-term housing, the impact of such an accomplishment could be valued
higher than its counterpart. Put another way, when does placing an addicted youth in long-term
housing represent more impact than placing a nonaddicted youth, because it was harder to do?
These examples and questions illustrate just how difficult it is to transfer the linear risk-return
equations from the for-profit world to the impact sector.
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but those with a commitment to learning
from failures and sharing those learnings
tend to be more open to reputational risk.
• Governance risk. Governance risk refers
to risks related to compliance with legal,
tax, or good-governance practices, such as
maintaining conflict-of-interest policies, and
ensuring appropriate organizational structures. While crossing the law is a risk that
should arguably always be avoided, other
governance risks like investing in a young
organization with an inexperienced board
may be worth taking based on a foundation’s risk tolerance.

Literature Scan: How We Talk
About Risk

• literature about the sector from sector-specific publications, including The Foundation
Review, Stanford Social Innovation Review,
and Nonprofit and Voluntary Sector
Quarterly; and
• the websites and blogs of philanthropy
schools.

• mined citations from a list of publications
provided by the Open Road Alliance;

The scan focused on the past 15 years of literature and was limited to literature published in
the United States. IssueLab identified 72 titles
that matched the subject-matter criteria as well
as criteria related to publishing date and geography. Using an open coding process, IssueLab
tagged the content with terms that appeared in
the reports themselves and then reviewed the
terms for possible groupings or themes. After the
resulting list of themes and categories was shared
with Open Road and validated for relevancy,
IssueLab staff recoded the resources in a browseable, searchable, and public collection1 using
three category groups and, within those categories, additional tags:

• the websites and blogs of funders whose
grants included search terms related to risk;

1. Types of risk (reputational risk, financial
risk, impact risk);

In an effort to better understand and document
the state of discourse related to risk management
in philanthropy, in 2016 the Open Road Alliance
commissioned the Foundation Center’s IssueLab
to do an independent scan of the sector’s grey
literature, asking, “How does philanthropy talk
about risk?” The scan involved:
• a systematic search of IssueLab’s own
database;

1

See full collection from Foundation Center Issue Lab at http://riskandphilanthropy.issuelab.org.
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• Impact risk. Also called execution or implementation risk, impact risk refers to that
which may prevent a project from reaching
its desired impact. This is the most critical
area for philanthropy, as risks to impact are
threats to our sector’s raison d’etre. Impact
risk exists at the grant and portfolio levels,
as well as at the individual project and organizational levels. Evaluating and managing impact risk is the primary focus of our
research and the resulting conclusions.

In an effort to better
understand and document
the state of discourse related
to risk management in
philanthropy, in 2016 the Open
Road Alliance commissioned
the Foundation Center’s
IssueLab to do an independent
scan of the sector’s grey
literature, asking, “How does
philanthropy talk about risk?”

Winkelstein and Whelpton

The scan revealed that, where
they exist at all, practical
materials on identifying and
mitigating risk exist separately
from the rhetoric about why
philanthropy should take risks.
2. Perspectives on risk (risk and the role of
philanthropy, risk and return, risk and compliance); and
3. Working with risk (learning from failure,
funding innovation, assessing risk, mitigating risk, tolerating risk).

Sector

Of the 72 reports, case studies, blog posts, and
conference proceedings in the collection, almost
half (26) focus on “risk culture.” These include
such titles as “Risk and Return: Defining Your
‘Comfort Zone’” (Rafferty, 1999); “The Role of
Risk at the Heart of Philanthropy” (Cohen, 2013);
and “What Makes a Foundation Embrace Big
Risks?” (Proscio, 2014). Such articles speak in
general terms of a foundation’s “willingness to
venture such large sums” (Proscio, 2014, para.
7), or a funder’s need to “come to terms with the
level of investment risk with which he or she will
feel comfortable” (Rafferty, 1999, para. 72).
The second largest group of reports IssueLab
found address risk through a social-investment frame, where topics like risk capital and
the funding of innovation are given special
attention and risk itself is understood in relation to return on financial investment. These
resources include such titles as “Case Studies
in Funding Innovation: A Few Wild and Crazy
Ideas” (Kasper & Marcoux, 2015) and “When
Nonprofits Become Market Innovators, Social
Returns Are Exponential” (Seimens, 2016). Many
of the articles chronicle big, successful investments in small startups, or profile funders who
took a chance on new ideas. They are primarily
2

retrospectives and often include conversations
about impact investing itself as an innovative
funding approach.
Only a handful of the reports identified by
IssueLab address risk as a compliance issue,
with most of these focusing on risk in a nonprofit or charity setting, rather than within
foundations themselves.
IssueLab also found 21 resources that fell into
the category of “mitigating risk.” Some of the
more notable resources in this grouping include
a report from Resource Alliance (2012) and the
Rockefeller Foundation on defining, assessing,
and managing risks in international development
efforts; an insightful look into risk management
at the Commonwealth Fund (2008); and an older
but still valuable guide from GrantCraft on how
to respond to grants gone “astray” (Ryan, 2002).
The scan produced a much-needed aggregation
of existing field resources. But more important
than counts of the number of reports that fall
within each of these thematic categories, overall the scan pointed to a gap in the literature
between the discussion of why philanthropy
should take risks and a discussion of how it could
take them most effectively — a gap between “risk
culture” discussions and “risk management”
practices. The scan revealed that, where they
exist at all, practical materials on identifying and
mitigating risk exist separately from the rhetoric about why philanthropy should take risks.
Public data sets or quantitative evaluations of
risk were missing entirely.2 In much of the existing discourse, risk rhetoric is decoupled from risk
practice, and aside from case studies there is little
evidence to back up authors’ claims.

A Survey Story of Risk: Don’t Ask,
Don’t Tell, Don’t Prepare
Other efforts also indicate a paucity of risk-management tools and practices in philanthropy.
In 2015, the Open Road Alliance conducted a
400-respondent survey designed to look at the
frequency of need for contingency funding as

The exception to this is Open Road’s own 2015 survey on risk, discussed in the next section.
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reported by both funders and grantees. This
survey also compared funder and grantee perceptions of preparedness to adequately address
contingency funding needs. The interview-based,
30-question survey included a random sample of
200 nonprofits3 and 200 funders.4
Survey Methodology

All potential respondents were sent an electronic letter in advance from BRT explaining
the purpose, objectives, and needs of the survey. All interview subjects held executive or key
administrative-level positions as decision-makers within grantmaking processes. All answers
were self-reported and held in anonymity and
confidentiality.
The sample pool was limited to foundations
based in the U.S., but there were no geographical
quotas. An organization’s size or assets were not
factors in the sample pull. The sample was pulled
from Hoovers by industry and job title.5
BRT also developed the research questionnaire
and processed the data. The analytical method
used was ANOVA (i.e., cross-tabulations). No
multivariate analyses were performed.

Survey Design

Recognizing that the term “risk” is not well
defined in the philanthropic sector, the Open
Road Alliance and BRT looked at “unforeseen
disruptive events” and a need for “contingency
funding” as proxies for the presence of risk
events. Contingency funding was defined in the
survey as “requests for additional funding during
the lifetime of the grant related to unforeseen
disruptive events.” The requests in question were
specified to relate to “specific projects for which
money had already been granted.” Lastly, in this
survey, “disruptive event” did not include catastrophic disruptions such as large-scale natural
disasters or humanitarian crises.
With this framework in place, the survey was
designed to explore the following questions
about contingency funding:
• Frequency: How often do projects need contingency funding?
• Donor response: How often are projects
granted additional contingency funds?

Grantees are exclusively categorized as tax-exempt, charitable organizations with valid 501(c)(3) status. Survey respondents
included nonprofits (grantees) implementing projects both domestically and internationally.

3

The funder survey contained 29 questions; the grantee survey contained 32 questions. Each group answered questions
tailored for its role as a funder or grantee.

4

5
Industry (primary only): NAICS 813211 (grantmaking foundations), NAICS 813212 (voluntary health organizations), NAICS
813219 (other grantmaking and giving services), and NAICS 813410 (civic and social organizations); job function: president,
chief operating officer, chief financial officer, senior vice president, vice president, chief executive officer, managing director,
and executive director.
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Surveys were conducted via phone interview
over a roughly 30-day period by Boston Research
Technologies (BRT). To complete the study,
BRT dialed 9,216 organizations and completed
400 interviews. The response rate is indeterminate, however: for the majority of the dialings,
BRT did not make an actual contact (i.e., not
a refusal). An average of three callbacks were
required for survey completion, primarily to
align scheduling. Callbacks continued the questionnaire with the same individual respondent.
The average interview lasted 12 minutes to complete the survey.

Recognizing that the term
“risk” is not well defined
in the philanthropic sector,
the Open Road Alliance and
BRT looked at “unforeseen
disruptive events” and a need
for “contingency funding” as
proxies for the presence of
risk events.
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Most significantly for the
purposes of this article, the
survey highlighted a lack
of robust risk-management
practices, despite a clear need.
• Capacity: What policies and procedures are
in place to deal with contingencies?
• Consequences: What are the consequences
of unfunded requests for the project and for
the funder-grantee relationship?
Survey Findings

Sector

The survey data were analyzed and published
in January 2016, alongside the annotated questionnaires for both funder and nonprofit respondents.6 The survey led to five key findings (Open
Road Alliance, 2016):
1. Disruptions requiring additional funds
(i.e., contingency funds) are common and
expected.
2. It is not a common practice for funders or
grantees to address the risk of such disruptions before they happen.
3. When contingency funds are needed, most
funders do have the operational and financial
capacity to respond. When asked, the majority of funders do approve additional requests.
4. Grantees are hesitant to communicate with
funders about potential obstacles (i.e., risks).
5. Funders and grantees are often misaligned
in their perceptions of the effect of their
actions on the other. Specifically:
• Grantees believe that asking for additional funds negatively affects the likelihood of being awarded future grants,

while the vast majority of funders claim
such requests have no effect on future
decisions.
• Funders incorrectly believe that if they
deny a request for contingency funds,
grantees will find an alternate source
of funds.
• Grantees report that when requests for
contingency funds are denied, projects
are much more likely to be delayed and
somewhat more likely to be reduced
in scope than funders believe; grantees
report 16 percent of such projects are
terminated, while funders estimate only
10 percent.
• Funders believe that grantees are more
comfortable talking about these issues
with them than grantees report that
they are.
Most significantly for the purposes of this article, the survey highlighted a lack of robust
risk-management practices, despite a clear need.
Specifically,
• Roughly one in five projects encounters
unexpected challenges (i.e., risks realized)
that require additional resources to bring
projects in on time and with full impact.
• 76 percent of funders surveyed reported that
they do not ask potential grantees about
possible risks to the project during the application process. Grantees report that 87 percent of applications they complete do not
ask for risk assessments.
• More than 60 percent of funders reported
that they do have the operational and financial capacity to respond to risk, meaning
that there is money as well as staff capacity
available to handle an emergency or contingency request. However, only 17 percent
reported they proactively set aside funds for
emergencies or unexpected problems.

6
Both funder and nonprofit raw data and annotated questionnaires are available at http://openroadalliance.org/resource/2015survey-annotated-data.
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Policy Review: A Qualitative
Exploration of Available Tools for
Risk Management

It is reasonable to think that ineffective communication may also be preventing more effective
risk management. When asked if their grantees felt comfortable coming to them to ask for
contingency funds, 77 percent of funders said
yes, compared with only 60 percent of grantees. What’s more, only 60 percent of grantees
reported feeling comfortable discussing possible contingencies — i.e., risks — during the
grant application process, and the comfort level
dropped to 52 percent after an award was made.
This decline in grantee comfort is somewhat
puzzling, as logic and intuition suggest that trust
and communication should increase after the
award is made. However, this 8 percent drop
suggests that in the eyes of nonprofits, it becomes
riskier to talk about potential problems once the
funding is secure. As the 2016 report notes:

In addition to the survey and the literature
scan, we also conducted a qualitative study of
risk-management policies, tools, and frameworks in use by foundations and philanthropists
across the country. In spring 2016, the Open
Road Alliance and Arabella Advisors reached
out to more than 100 foundations and nonprofits
requesting that they share their risk policies,
tools, and frameworks. Fifteen of these 100
sources replied, sharing 19 documents. While we
do not know for certain why so few foundations
replied, a limited response rate is consistent with
the survey’s findings that few foundations have
written policies or tools to help manage risk in
the daily course of their grantmaking.

It is possible that once grantees have signed an
agreement with a funder, they feel bound by the
parameters of the grant and are thus unwilling to
try to change an agreement, even if results are in
jeopardy. This contrasts with the more ideal situation in which having signed an agreement, grantees acquire increased trust and confidence in their
partners. (Open Road Alliance, 2016, p. 16)

Since all of the answers were self-reported,
including those asking for quantitative percentages or amounts, the survey is best described
as funder and grantees’ perceptions of risk, and
not necessarily an accurate count of “disruptive
events” themselves. Before taking the survey
approach, Open Road approached several foundations, nonprofits, and existing data centers,
such as Guidestar and the Foundation Center, to
see if there were existing data that could more
objectively confirm the frequency and effect of
“risk” on philanthropy. However, as was later
illuminated by the Issue Lab literature scan,
foundations do not routinely record or report
on the actual risks they face, and 990 tax returns
do not distinguish funds that were granted in
response to a “disruptive event” or any other
proxy for “risk realized.”

In addition, our analysis of the documents we did
receive revealed that most foundations tend to
focus more on financial risk at the enterprise level
than on impact risk at either the individual-grant
or portfolio level. Tellingly, we did not receive a
single document that squarely addresses the core
components of risk management as outlined in
the risk-management cycle above.
Despite the small sample size, we catalogued the
documents we received, coding them according
to document type (article, policy, or tool); type
of risk (financial, impact, or both); and level of
analysis (project/grant, organization/portfolio,
or both). We found that:
• Five of the documents we received (26 percent) focused on impact risk, whereas 10
documents (53 percent) addressed financial
risk. Four documents (21 percent) addressed
both types of risk.
• Sixteen out of 19 exclusively addressed the
individual grant or project level, while the
other three addressed both the project/
grant and portfolio levels. None of the documents we received focused on assessing risk
exclusively at the portfolio level.
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• Only 35 percent of funders have policies in
place to govern an emergency grantmaking
process.
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Too often, it seems,
foundations are talking big
about risk but failing to actively
manage it — and then, in some
cases, leaving their grantees to
pay the actual costs.
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Eight documents focused on financial risk at
the organizational level (i.e. enterprise risk).
These documents were formatted in one of two
ways: One set of documents assessed risks to the
foundation itself, such as damage to reputation,
conflict of interest, fraud, and staff capacity; the
other set focused on financial, reputational, and
governance risks at the grantee level. Five of
the grantee-focused documents were structured
in the form of an active risk-assessment matrix
or scorecard, to be completed by a foundation
employee as part of the grant application’s due
diligence process. These matrices ask detailed
questions about a grantee’s financial and governance risks, such as:
• Does the audit opinion note any exception
items?
• Do board members have strong program
and financial skills relevant to the organization’s work?
• How many months of operating budget
does the grantee have in cash reserves?
Only two foundations submitted documents that
asked questions directly related to impact risk.
These documents, which also took the form of
matrices and checklists, asked questions like,
“How likely is the strategy to have the desired
impact?” and “How greatly is [successful impact]
dependent on features of the environment that
are out of the direct control of the team?”

Given the size of this data set, we can draw only
limited conclusions. And, as noted above, we do
not know for certain why so few foundations
shared risk-management materials with us. That
said, the teams at Open Road and Arabella have
deep and wide experience across the philanthropic field, and we know that a similar attempt
to gather resources on any number of topics in
philanthropy — monitoring and evaluation,
effective grants management, due diligence,
foundation governance, and so on — would have
produced a large set of documents filled with
lessons learned, best practices, and useful tools.
The fact that this inquiry produced so little in
the way of similar documents is itself a salient
point. Added to the findings of the survey and
the literature scan, this leads us to conclude that
the philanthropic sector lacks the shared tools
it needs to adequately manage — as opposed to
simply talk about — risk. If foundations have
developed risk-management tools at all, most are
not actively sharing them — and so there are few
known best practices related to risk assessment,
budgeting and contingency planning, risk-related
decision-making, or effectively discussing risks
with grantees and potential grantees.
The missed opportunity here is potentially huge.
As noted above, one in five projects meets unexpected challenges (i.e. risks realized). When risks
become realities and the resulting difficulties
derail a project, the project’s impact is negatively affected through a reduced scope, a slowed
timeline, or a full termination. And our data suggest that funders may not even be fully aware of
the problem: in the survey, 63 percent of funders
reported believing that nonprofits have access to
alternate funding sources when things go wrong,
but only 35 percent of nonprofits report that they
can actually find such alternate funding. (See
Figure 2.) Rather than finding alternate funders,
44 percent of nonprofits cover contingency
costs from their own operating or unrestricted
funds,7 which can hamper their capacity to
achieve impact. Too often, it seems, foundations
are talking big about risk but failing to actively

7
It is important to note that when pulling from unrestricted funds, nonprofits are taking funds that had been allocated
for other business operating or expansion purposes. This does not represent dipping into a reserve fund that is explicitly
maintained for such purposes.
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FIGURE 2 Question: When Contingency Funds Are Not Secured, What Happens to the Project?

Project slowed, but will be/was completed

Funder

55%

Grantee

76%
43%

Project scope reduced significantly

Project terminated

50%
10%
16%
18%

No impact

18%
Funders’ perception

NGOs’ action

are therefore emptied (or fully allocated) at one
fixed point during the year.

Bright Spots: Practices to Build On

Many nonprofit initiatives, however, stretch
far beyond a discrete 12-month grant cycle.
Moreover, risks don’t follow grant cycles; they
may be realized at any point, including before or
after a grant docket may be approved. As such,
the typical annual grant-docket approach can
hamstring foundations that allocate all of their
funds in the second quarter, for example, and
then have no budget left to deal with contingencies in the third or fourth quarters. In contrast,
by working within a multiyear initiative-based
strategy, Rockefeller’s board also approves multiyear umbrella budgets, enabling its executive
team and chief financial officer to manage the
foundation’s annual grantmaking more flexibly
and adaptively. This enables the foundation staff
to respond to unexpected needs and shift funds
from one area to another as risks emerge or
disappear. Smaller foundations have employed
simpler contingency funds in a variety of ways,
including setting aside a flat 10 percent in the
annual 12-month budget for emergencies, creating a fast-acting executive committee that can
make rapid decisions and release additional funds
outside of the set grant cycle, or asking each
grantee to budget for contingencies in their own
grant applications.

For the most part, risk management is sorely
lacking in our field. Still, there are a few bright
spots across the sector, and our research uncovered several practices worth noting. We describe
these in the brief case examples below.
Risk Management – Budget and Finance

At the Rockefeller Foundation, the board and
staff have created a flexible contingency budget structure in two ways. First, every year the
board authorizes the president to go above the
annual budget by as much as 5 percent to ensure
the success of the foundation’s initiatives. This
discretionary contingency fund allows the foundation to move quickly to support grantees
and initiatives that may be facing unexpected
obstacles. Second, Rockefeller’s budgeting follows multiyear initiatives, rather than annual
grant dockets. This is an uncommon practice,
as most traditional grantmaking follows annual
grant cycles, meaning that a foundation’s board
approves a 12-month grantmaking budget that
typically must be spent — but not exceeded —
within that 12-month period. Decisions follow
accordingly, and foundation grantmaking coffers
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manage it — and then, in some cases, leaving
their grantees to pay the actual costs.
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Incorporating Risk Management Into
RFPs and Due Diligence

Sector

Our research indicates that foundations are most
likely to manage risk during the due diligence
process. Some have even developed risk-management practices that are notable and potentially replicable. St. David’s Foundation, based
in Austin, Texas, developed a risk-assessment
matrix, based on an open source tool created
by the Knight Foundation, to track its grantees’
operational and financial risks. (See Figure 3.)
The matrix scores grantees on factors such as
grant amount as a percentage of the grantee’s
annual budget, existence of other funding for
the program, availability of recent audited financials and financial backup, board competence
and stability, and staff expertise. After scoring
grantees, St. David’s categorizes them on a fourpoint scale as low risk, some risk, medium risk,
or high risk. In addition to determining an overall level of risk, the matrix also identifies specific
risk factors for each grantee. By assessing risks
this way, the foundation helps minimize the possibility of surprises about the nonprofit’s overall
financial health and management capabilities,
even as it works proactively to help grantees
mitigate such risks in advance when possible. A
tool of this sort is useful for donors who know
their partners relatively well — St. David’s
Foundation typically attends at least one grantee
board meeting per year.
The Rockefeller Foundation also conducts a
preproposal risk assessment during the earliest
stages of the application process, before significant time is spent by either the grantee or
Rockefeller staff preparing a full grant application. The purpose of this assessment, which is
evaluated by the president, general counsel, vice
president of communications, and vice president
of programs, is to ensure that the potential application is in line with Rockefeller’s risk profile.
Notably, while they are innovators in philanthropic risk management, both Rockefeller and
St. David’s acknowledge that, for a variety of
reasons, their systems are not optimal. At St.
David’s, the assessment focuses exclusively on
the nonprofit as a whole and does not ask about
potential risks to the specific proposed project.
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In other words, it addresses financial and governance risk, but leaves out questions related
directly to impact risk. Neither Rockefeller nor
St. David’s shares or discusses the results of their
risk assessments with the nonprofits in question,
which may weaken the effectiveness of their
risk-mitigation approach. The purpose of risk
management is to identify and reduce risk; a risk
assessment that is not followed by conversation
may leave the funder with just a list of potential
problems, rather than a path to solutions.
Incorporating Risk Management Into
M&E Structures

At the Open Road Alliance, the recoverable grants
team developed a risk scorecard that assesses
individual grants across a range of roughly 30
preidentified impact-risk factors, including balance sheet strength, liquidity, management quality, operating methodologies, country risk, and
regulatory risk. Categories are weighted according to Open Road’s risk profile and preferences.
Based on qualitative and quantitative assessment,
each recoverable grant is then assigned a “risk
level category,” which determines the extent of
monitoring and reporting. For example, a project
in the lowest risk category is asked to have only
a 30-minute phone call with the portfolio manager once a quarter, whereas those in the highest
risk category may be asked to submit monthly
financials along with an in-person site visit every
quarter. During these check-ins, risk levels are
reassessed and scores are shared and discussed
with grantees. Thus, over the lifetime of a grant,
the reporting requirements could shift several
times to reflect the current risk profile.
Creating a Toolkit for Risk Management

Despite the relative dearth of risk management
in philanthropy today, several factors suggest
that the field could identify and adopt a basic
set of risk-management practices comparatively
quickly. These include philanthropists’ widely
expressed desire to play an essential risk-taking
role; the work being done by innovators such
Knight, Rockefeller, and St. David’s; and the existence of fully articulated risk-management practices in other fields.

Foundations Don’t Know What They’re Risking

FIGURE 3 Knight Foundation’s Risk-Assessment Tool
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To this end, in 2016 the founder of the Open
Road Alliance and the president of the
Rockefeller Foundation co-convened The
Commons, a group of 25 leaders from across
the philanthropic sector, to discuss practical
methods for assessing and planning for risk.

The Commons is a geographically diverse
group of practitioners that includes institutional
and family foundations, law firms specializing
in philanthropic governance and tax issues,
financial advisors, and nonprofits of varying sizes and missions. Through a six-month
The Foundation Review // 2017 Vol 9:2 105

Winkelstein and Whelpton

Though often not thought of in
policy terms, funders can do
much to foster an atmosphere
encouraging nonprofits to be
transparent about possible
risks to impact by enabling
their program officers to
exercise greater discretion.
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consensus-driven process, and with the support
of Arabella Advisors, the group developed a
set of 10 user-friendly risk-management tools8
for funders that are applicable across the philanthropic sector and address issues that face
funders of all levels of size and type. The tools
cover the following topics:
Risk Culture

• How to Talk About — and Determine —
Your Appetite for Risk
• How to Create a Risk Profile Statement
• How to Incorporate Your Risk Profile Into
Your Organizational Culture
Risk Management

• How to Set Aside Contingency Funding
• How to Build Contingency Protocols
• How to Incorporate Risk Management Into
Governance Practices
• How to Incorporate Risk Management Into
RFPs and Grant Application Forms
• How to Incorporate Risk Management Into
Monitoring and Evaluation
8
9

• How to Implement Nonfinancial RiskMitigation Strategies
• How to Build Effective Funder-Grantee
Relationships
While the majority of these tools focus on structural and perhaps unilateral actions that foundations can take with respect to their budgets,
application process, governance, and internal
protocols, a key finding from The Commons
was that such “paper-based” solutions are not
independently sufficient for effective risk management. As the survey findings showed, the
first challenge to risk management is the lack of
open and transparent communication between
funders and grantees about potential challenges
and risks. Funders cannot help with problems
they do not know exist — and our research suggests that nonprofits will not share their challenges unless the funders ask. To this end, The
Commons believes that ensuring transparent,
honest, and effective communication between
funder and grantee is both the hardest and highest form of risk management.
Though often not thought of in policy terms,
funders can do much to foster an atmosphere
encouraging nonprofits to be transparent about
possible risks to impact by enabling their program officers to exercise greater discretion.
While recognizing that not all will be applicable
to every funder, recommendations9 that allow
program officers to tailor their actions to the
grantee’s needs include:
• Provide unrestricted funding so grantees
can adapt quickly and efficiently to evolving
on-the-ground needs.
• Execute multiyear grants to generate a longer-term relationship with grantees and
provide them with space to plan, implement, and adapt, as well as time to develop
the trust necessary to speak openly about
potential risk.

The full suite of tools in detail can be viewed and downloaded at http://openroadalliance.org/resource/toolkit.

Drawn from “How to Build Effective Funder-Grantee Relationships,” available at http://openroadalliance.org/resource/toolkit.
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• Communicate about shifts in your risk profile or trustees’ interests.
• Accept grant applications on a rolling basis,
which allows grantees to seek funding
when they need it most.
• Streamline the application process for
repeat/long-term grantees and right-size the
forms and requests you make of applicants
depending on the risk level at hand (e.g., for
low-risk grants or repeat grantees, consider
shortened applications and reporting forms).
• Set aside funding explicitly for learning
grants10 and communicate openly about
your grantmaking methods and range of
grant sizes.

Many of these suggestions to increase funder
flexibility are certainly nothing new in the
conversation about grantee-centric and partner-based approaches to philanthropy.11
However, the key consensus of The Commons
was recognizing that such behaviors are not
merely nice practices for building relationships,
but necessary practices for comprehensive, effective risk management.

Conclusion
The consequence of this conversation about risk
management is important for two reasons. First,
despite our best intentions as philanthropists, we
will never be able to choose wisely among different opportunities with different types of risk if

Second, and more importantly, managing risk
is directly tied to ensuring and maximizing
impact. When risk is not identified or managed,
otherwise viable projects may wind up being
terminated or reduced in scope — and the real
people who depend on these projects for health,
education, and other basic services miss out.
The potential impact lost is likely significant.
Philanthropy is a $358 billion industry (Radde,
2015), and its failure to manage risk results in
lower impact per dollar spent. Research shows
that more than 60 percent of grant-funded projects that encounter obstacles are reduced in
scope or terminated, in part due to a lack of
risk-management practices (Open Road Alliance,
2016). That represents nearly $43 billion in
grant dollars per year that could see lower or no
impact than originally planned and that better
risk-management practices could help deploy
more effectively.
We now know that at least one in five philanthropic investments are at risk. In the coming
years, our sector has a compelling opportunity
to develop guidelines based on real evidence and
shared expertise in order to make risk management a common philanthropic practice. With
a few simple steps, funders can adopt policies
and practices that bring risk to the forefront and
allow for improved mitigation and management.
By incorporating risk into the equation, we can
maximize impact and help to realize the full
potential of this new area in philanthropy.

Learning grants, which may be more applicable to risk-taking funders, are grants that support innovative projects and
therefore may have a higher risk of failure. Learning grants allow funders to experiment with and learn from new and
different approaches to solving problems.

10

For more on the conversation about grantee-centric philanthropy, see Peery Foundation, Grantmakers for Effective
Organizations, the Whitman Institute, and others.

11
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• Proactively take steps to understand the
daily realities and challenges of nonprofit
work. Encourage staff to get involved with a
nonprofit organization outside of their role
as a funder. Experiencing “the other side”
builds empathy and may better position
funders to have open conversations about
risk with grantees.

we do not have the mechanisms to identify, monitor, and mitigate those risks in the first place.
The word “risk” derives from the early Italian
risicare, which means “to dare” (Bernstein, 1996).
Understanding risk enables us to make decisions
in a rational manner. Without it, we cannot
begin to take smarter risks instead of safer bets.

Winkelstein and Whelpton
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Seven and a half cents doesn’t mean a thing.
But give it to me every hour, forty hours every week,
That’s enough for me to be living like a king.

– The Pajama Game (1954)

The effects of compounding are also quite relevant to foundations in, among other things,
correctly accounting for inflation — for purposes
including determining the appropriate return
targets and levels of risk in managing endowment assets, analyzing the feasibility of perpetual
versus spend-down strategies, and comparing
amounts invested in program areas over time.
There is clearly a powerful compounding effect
of inflation on a foundation’s endowment. (See
Figure 1.) Beginning with a hypothetical foundation’s investment portfolio in 1985, after 30 years

Sector

Introduction
Lord Rothschild proclaimed compound interest
to be the “eighth wonder of the world.” Warren
Buffett reportedly often skipped haircuts as a
young man because of his calculation of the
future contribution to his retirement funds from
the money saved given what he projected as
investment returns on these savings compounding over several decades. These two highly
sophisticated investors correctly appreciated the
importance over time of compounding effects on
future asset levels.

Key Points
•• This article demonstrates the relevance of
correctly accounting for inflation to foundation structure and programs – including,
for example, in analyzing perpetual versus
spend-down strategies and in comparing
the cost-effectiveness of programs over different time periods. Investment teams must
also be provided with return targets, which
are highly sensitive to inflation and which in
turn determine a risk estimate that must be
considered by foundation fiduciaries.
•• Seemingly small differences in inflation
estimates will become material over time.
But at many foundations, systematic biases
are frequently built into inflation estimates.
These biases are often attributable to a
failure to consider the nature of the costs
specific to types of grantees and programs.
•• This article presents data illustrating the
potential magnitude of these differences,
and suggests adjustments to better account
for these attributes as well as how these
adjustments should be applied in projecting
future results and in interpreting prior period
performance.
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FIGURE 1 Effect of Inflation on Real Value of Endowment
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— in 2015 — the effects of inflation at the average
rate that has prevailed in the U.S. for the last 20
years (2.26 percent) would reduce the real value
of that portfolio by approximately 50 percent.
The reduction is even greater at the inflation rate
that actually prevailed over the entire 30-year
period: 2.7 percent.
Purchasing power is hopefully maintained, of
course, by earning a return on the portfolio
equal to or greater than the rate of inflation (plus
earning enough to cover the effective 5 percent
mandatory rate of distribution). Seemingly small
mistakes in predicting inflation, if subjected
to the effects of compounding over time, can
become material.1 Indeed, what may seem to be
an inconsequential concern can have a considerable effect on the long-term view of how valuable
philanthropic assets are best leveraged for grantees. Systematic biases built into a foundation’s

estimate of inflation in considering the real purchasing power of its asset base can, over time,
detract meaningfully from the accuracy of such
estimates. Foundations that believe they are on
a path to ensuring perpetual or long-term operations may be spending down without realizing it.
An error of only 50 basis points in predicting
inflation would materially affect the important
target that must be set in terms of the necessary
return — and quite significantly, therefore, the
amount of risk — on which investment strategies
must be based to preserve purchasing power.
After 15 years and 30 years, respectively, such
an error — again using 1985 as the base year
and the average inflation rate for that 30 years
— would have caused the return necessary to
offset the erosion of purchasing power due to
inflation to be underestimated by more than 9
percent at the end of 15 years and approximately

Prez, the union leader in The Pajama Game, saw this clearly. He sought a 7-1/2-cent hourly increase, which by itself would
have produced $9,432 in additional earnings over the period from the week in May 1954, when the musical debuted on
Broadway, through the end of December 2015 — a healthy accumulation, given this very modest salary increase, but
somewhat limited in aggregate amount. But assuming a historically reasonable 6 percent equity rate of return on this small
raise continuously compounded, that amount grows more than 10-fold, to $105,245. Even taking inflation into account —
assuming Prez neglected to negotiate an inflation-adjusted increase and using a 3 percent estimate of inflation for the period
— that amount still grows to $27,866 in real purchasing power (i.e., 1954 dollars), though the potent effect of accounting for
even only a 3 percent inflation rate is obvious. As further discussed in this note, underestimating inflation by 50 basis points
(i.e., if the costs experienced by Prez’s union members actually increased annually by 3.5 percent rather than 3 percent) would
reduce the constant dollar value of the deal Prez negotiated by 18 percent, to $22,824.

1
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Value of Endowment (1985 = 100)

FIGURE 2 Effect of Error in Prediction of Rate of Inflation
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What Type of Grantee?
The common denominator among the simple
steps suggested here is the introduction into a
foundation’s investment policies of certain considerations concerning the types of grantee organizations served by the foundation. For several
reasons, the inflation confronted by many grantees can, and likely does, vary materially from
general macroeconomic price indices. This is not
to say, however, that a foundation needs to examine with great particularity the specific effects of
inflation on each grantee. Several general factors can be incorporated into the foundation’s
inflation outlook to account for much of the

difference between inflation as it is relevant to
the foundation’s particular mission and price considerations which may apply for the economy as a
whole but not for the grantee base in question.
This is also not to suggest that a foundation’s
aggregate annual grantmaking should somehow be tied to measures of inflation in the interests of the organizational sustainability of the
nonprofits it supports, however desirable this
might be. The reality is that most foundations,
other than those in spend-down mode, focus first
on meeting basic minimum distribution requirements with perhaps some adjustment on aggregate grantmaking based on actual investment
results. But a step in every foundation’s strategy
is the construction of an investment portfolio
to maintain real purchasing power if the foundation aims to exist in perpetuity or over an
extended period.
This requires setting an investment returns target, which in turn determines a risk estimate
that a foundation must consider in analyzing
whether the return target is prudent as a matter
of financial stewardship. This is unavoidable.
Endowment managers cannot be left to “do the
best they can”; they necessarily require return
The Foundation Review // 2017 Vol 9:2 111
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15 percent after 30 years. (See Figure 2.) There
is reason to believe that such a 50-basis-point
error is far less than the systematic biases that
actually affect foundation predictions. Also, the
calculation here does not take into account the
5 percent distribution requirement for all foundations, which further affects the pressure on
investment returns as further discussed in the
analysis below. Fortunately, however, a foundation can take relatively simple steps to incorporate important considerations into its analysis of
inflation to reduce the likelihood of at least some
of this inherent bias.

Ettinger

Any underestimate of the
long-term degradation of
purchasing power due to
inflation could materially add
to the failure to reflect fully
the difficult hurdles faced by a
foundation’s spending policy
over extended periods.
targets, which turn in part on the degree of
acceptable risk given the risk-reward alternatives
that characterize portfolio management.

Sector

From all this follow two key points: First, a
return target that systematically underestimates
inflationary pressures each year, enhanced by the
effect of compounding, will have material consequences on the ability to maintain purchasing
power even if the annual underestimates appear
to be small. Second, factoring into the analysis
some measure of the general nature of differing
inflation faced by categories of grantees is necessary to avoid such annual underestimates.
Now it is certainly the case that a given group
of foundation stewards may review the level of
return required to maintain purchasing power, as
measured by their set of grantees, and the associated level of portfolio risk that would have to be
assumed to achieve that level and conclude that
it is imprudent to adopt such portfolio strategy.
They may quite reasonably conclude to make
fewer, smaller, and/or shorter grants as the dollar
level of the endowment and grantmaking decline
in real terms. But over the long term, for these
stewards or their successors, this is a decision to
accept a shrinking foundation with, at least in theory, an end-date to material grantmaking. There

is, of course, nothing wrong with such a conclusion and it may in many cases be the prudent
course. But such a decision should at the very
least be an explicit one. Because it is easy to overlook the compounding effect of seemingly small
annual underestimates of inflation and/or to fail
to account for the inflation which a foundation,
given its mission, actually confronts, it is easy
for foundation executives to fail to see that their
market returns are “low” even if they exceed the
5 percent return roughly required to cover annual
minimum distributions, and that their assets are
therefore “shrinking” in real terms.
With respect to the compounding effect of systematically underestimating inflation, an annual
inflation estimate that is, for example, too low
by only 75 basis points — again less, as discussed
below, than some of the built-in biases may suggest — would mean that at current historically
low inflation rates, after 10 years the foundation’s
assets would be less than 93 percent of what is
required to maintain purchasing power and
after 20 years would be only 86 percent of that
amount.2 And this may go unrecognized, as such
foundations rarely go back to reassess purchasing
power in comparison with the real value of the
endowment in prior periods.
Foundations, given minimum distribution
requirements, will typically set an investment
target in the form of 5 percent plus some longterm inflation projection. Such a calculation may
already somewhat understate the task facing the
investment team, as a portion of expenses —
such as investment expenses and excise taxes (on
net investment income) — do not count toward
the foundation’s 5 percent minimum distribution
requirement, despite the fact that these are real,
unavoidable costs depleting assets. Any underestimate of the long-term degradation of purchasing power due to inflation could materially add
to the failure to reflect fully the difficult hurdles
faced by a foundation’s spending policy over
extended periods.

2
For purposes of this calculation, an inflation rate of 2.26 percent (the actual average U.S. rate for 1995-2015) was compared
with an estimate that adjusted inflation by 75 basis points higher (3.61 percent). Adding these rates to the 5 percent required
minimum distribution produced a difference in the amount necessary to preserve real purchasing power (and assuming that
the 5 percent required distributions are made at the same rate over the course of the year as returns are earned on the asset
base) of $94,799 after 10 years on a $1 million endowment, reflecting an underestimate of inflation by 27.5 percent ($345,275
versus $250,476).
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What Measure of Inflation?

The most general factor that needs to be (but
rarely is) incorporated into a foundation’s thinking about inflation is that many — likely most
— grantees are labor-intensive enterprises. As
such they do not enjoy the productivity increases
accruing to capital-intensive (especially technology-intensive) enterprises. Thus, their costs can be
expected to rise at a higher rate than the general
level of inflation. As a general matter, then, foundations should consider adding some reasonable
premium to traditional macroeconomic indices
of inflation in order to model more accurately
what is required to maintain purchasing power
from the perspective of their grantees.
Beyond this broadly applicable characteristic
of labor intensity, for some grantees there may
be specialized indices that capture additional
elements of the cost environment faced by a

measures cost specific to educational institutions.
Heavily weighted towards salaries and other
personnel costs, over its 46-year history HEPI
advanced at a rate approximately 1.4% per annum
in excess of the GNP deflator. Lack of productivity
gains in education account for the greater inflation
and academic costs. (Swenson, 2000, p. 34)

Not surprisingly, Yale uses the HEPI as the basis
for determining the investment returns necessary to produce constant purchasing power by its
endowment. In some recent years, the HEPI has
more closely approached the CPI. In fact, in 2011
the HEPI was lower than the CPI by more than
70 basis points. This historical anomaly was due
to the structural endowment deficits produced
by the 2008 economic crisis and the resulting
response of educational institutions in the form
of budget and hiring freezes. Over long periods,
however, the pattern has been the one noted by
Swenson of HEPI rates of inflation materially in
excess of those measured by the CPI. For the fiveyear period ending in 2015, the HEPI was up a
cumulative 11.2 percent versus 8 percent for CPI,
notwithstanding the aforementioned abnormally
low increases in the HEPI in some recent years.
In 2014 and 2015, for example, the HEPI exceeded
the CPI by more than the historical increment
of 1.4 percent. A misestimate of 1.4 percent in
the inflation estimate would mean that over
the course of only 20 years a foundation would
shrink by almost a quarter of its real asset value
if it had been pursuing and achieving an investment return objective of 5 percent plus CPI.
Other examples are plentiful of foundations that,
by virtue of the nature of their programs and the
specific cost considerations faced by their grantees, should perhaps consider adding a further
premium on general rates of inflation in their
modeling of the long-term effects of inflation
The Foundation Review // 2017 Vol 9:2 113
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Many foundations, in adding an inflation component to their target returns, use some version
of the projected Consumer Price Index (CPI),
some long-term estimate of the gross domestic
product (GDP)-deflator, or some other general
macroeconomic measure, such as the spreads
between market rates and inflation-protected
market rates, all of which have strengths and
weaknesses as a measure. The CPI, for example,
is based on a specific basket of roughly 80 goods
or services, which likely do not accurately reflect
the costs grantees must face. Core inflation, CPIbased indices used by some philanthropic entities, exclude gas and food prices. While using a
core inflation index is justifiable in terms of economic theory, grantees may well have to drive
and eat. As suggested in an example below, however, the core index may be appropriate — for
certain purposes, as long as it is not employed
as the full inflation factor. Even GDP-deflator
indices, which use all prices of goods and services throughout the economy, do not accurately
reflect the specialized costs affecting many types
of grantees. The same can be said of projecting
inflation through market spreads, such as those
between long-term Treasuries and those that
are indexed to protect the holder against the
effects of inflation — so-called Treasury Inflation
Protected Securities.

foundation’s grantees. To take a specific example, foundations funding projects associated with
educational institutions may be well advised
to consider the Higher Education Price Index
(HEPI) rather than the CPI as a means of estimating long-term inflation. As David Swensen,
the brilliantly successful manager of the Yale
endowment, has noted, the HEPI

Ettinger

FIGURE 3 Various Inflation Indices
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on their purchasing power. One case would be
foundations that make a significant investment
in buildings or other items requiring major construction projects. Construction inflation indices,
though volatile and perhaps cyclical, often run
higher than regular CPI inflation, on the order of
75 to 100 basis points or more per year. Thus, for
example, during the period of 2009–2015 the construction index has recorded compound inflation
of 16.5 percent, or 700 basis points higher than
the CPI (9.5 percent).
Another example might be foundations that fund
scientific or medical research. The specific inflation-index calculated for research expenditures,
the Biomedical Research and Development Price
Index (BRDPI), tends to run consistently higher
than traditional inflation indices. During the
same 2009–2015 period, for example, this index
has increased by 14.2 percent, more than 4 percent greater than the CPI. Such a differential,
especially over an extended period, would cause
a foundation that fails to account for the specific
inflation environment faced by its grantees to
underestimate seriously the investment returns
required to preserve constant purchasing power.
There are certain specific reasons why the
BRDPI may not work well to capture a specific
114 The Foundation Review // thefoundationreview.org

foundation’s inflation situation, but measurement problems do not justify entirely excluding
such a consideration from long-term planning.
As a general matter there is material variation in
the compounding growth rates of different inflation indices over time. (See Figure 3.)
It should be noted that there are no well-established forecasts of the HEPI, biomedical cost
indices, or construction costs. This is admittedly different from the CPI, where there are
direct or inferred values for future expectations.
This is not, however, a justification for reverting to the use of the CPI for forward-looking
measures of the returns necessary to preserve
actual purchasing power. (This is distinct from
assessments looking back at whether purchasing power has been preserved or, as discussed
below, to analyze amounts previously granted,
where historical measures are readily available.)
As a practical matter, then, although a foundation may be forced to start with CPI expectations
to determine the desired endowment returns,
a premium should be added to that calculated
with reference to historical experience. Various
academic institutions, for example, in budgeting
for future construction costs, grow those costs
to account for inflation at expected CPI plus a

Why Some Perpetual Foundations Aren’t (Perpetual)

FIGURE 4 Adjusted Rates of Inflation
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A potentially very important consideration in
grantee-specific inflationary pressures involves
not the nature of the work, but instead the location of the grantee. This arises for foundations
engaged in international grantmaking. Inflation
rates outside the U.S., particularly in the developing world, often run several percentage points
higher per year than in the U.S. To some extent,
exchange-rate adjustments will offset the higher
inflation rate. But the offset is far from perfect.
Exchange rates vary for reasons other than just
the comparative rates of inflation, including
government and central bank policy, interest rate
differentials, trade balances, and other economic
considerations. To account for this the World

Bank calculates a Purchasing Power Parity Index
by country in order to assist those in one country in budgeting their funding, with the goal
of maintaining constant purchasing power for
their projects when costs will be denominated in
another currency.
The effects here can certainly be material. Take
the hypothetical example of a U.S. foundation
that makes grants in Ecuador, Israel, Bolivia,
Nigeria, India, and Vietnam (selected for illustrative purposes both because of their geographical diversity and the diversity in their locally
calculated rates of inflation). Assume grants
were made in these jurisdictions between 2010
and 2014. During this period — and assuming,
for simplicity, grants of equal amounts — the
portion of the foundation’s endowment supporting these grants had to cope with compound
aggregate inflation of 71.24 percent during
those years versus a CPI increase of only 8.5
percent.3 Adjusted annual average inflation rates
for each of the six foreign countries ran from

3
The calculation of the “real” inflation rate (net of exchange-rate adjustments) was derived by dividing the compounded
cumulative CPI for 2010-2015 by the change in the relevant exchange rate (i.e., the number of units of local currency per US$
on Dec. 31, 2015, divided by the same exchange rate value of Jan. 1, 2010). For Ecuador, whose local currency is the dollar, this
meant that the real compounded inflation rate for the period was the full 16.8 percent experienced in the local economy. An
alternative calculation could be derived using the World Bank’s Purchasing Power Parity Index.
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specified number of basis points. Such academic
institutions therefore should, in determining the
investment returns necessary to preserve the
purchasing power of their endowments, grow at
least the pro rata portion of their required investment returns allocable to construction expenses
by this higher level of inflation expectations.
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For a foundation adopting or
considering a perpetual model,
an awareness that returns of
more than 8 percent might
be required to maintain its
purchasing power in perpetuity
is only the beginning, not the
end, of an important analysis
and delicate balancing act.
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a low of 1.64 percent to a high of 15.1 percent,
again contrasted with the U.S. average of 1.52
percent. This reflects considerable pressure on
the endowment not reflected in a U.S.-indexed
model. (See Figure 4.)
Hedging options, which might be desirable
from the grantee’s perspective to ensure that it
receives a constant amount denominated in local
currency, would simply make the grantee subject
entirely to the domestic inflation rate without
the possibility of a potential partial offset from
exchange-rate movements. Again, the point here
is not that a foundation needs to attempt to grow
its annual grantmaking capacity to hold grantees harmless from the effects of such inflation.
Rather, the inevitable moral of this story is that
given the true inflation faced by such grantees,
their donors must either calibrate their endowment-management targets (and risk assumptions)
to take this into account or accept that, given an
international mission, the real value of their asset
base will decline — perhaps sharply — over time.

Which Model – Perpetual
or Spend-Down?
Beyond issues associated with the management
of a foundation’s endowment, the issue of compounding and inflation may also relate to a fundamental question of foundation existence. A
growing number of foundations and sponsors
are considering the relative merits of seeking to
116 The Foundation Review // thefoundationreview.org

remain in existence in perpetuity versus a spenddown model. Obviously, spending down over a
short period of time may largely avoid the inflation issue. The possible higher inflation rates if
one takes a grantee-specific approach to calculating anticipated inflation over time may therefore
be a significant factor in tipping the balance of
that analysis.
The current economic environment would not
appear to offer a great degree of optimism for
maintaining purchasing power over the long
term for most foundations. A grantee-specific
inflation rate of even only 75 basis points over
the CPI, given the Federal Reserve inflation target of 2 percent and allowing for expenses and
excise taxes not includable in the IRS’s minimum
distribution requirements plus the 5 percent minimum distribution, might suggest a return target
of 8 percent or more. Of course, if anticipated
rates of return on investment even approach the
grantee-adjusted rate of anticipated inflation plus
5 percent (plus possibly some additional amount
for expenses and taxes that are not includable),
that might be an important factor arguing for
continuing existence. While at times bull equity
markets may have made 8 percent seem like a
conceivable — although not likely — target, the
consensus view now would almost certainly be
to bet “the under” on achieving that target going
forward (at an acceptable level of risk) given the
fundamentals and growth issues being experienced by most developed and developing economies. Again, this analysis suggests that even
foundations that, due to board decision or the
requirements of founding documents, believe
they are on the road to perpetuity may in fact be
spending down without awareness of that fact.
For a foundation adopting or considering a
perpetual model, an awareness that returns of
more than 8 percent might be required to maintain its purchasing power in perpetuity is only
the beginning, not the end, of an important
analysis and delicate balancing act. It should
trigger an iterative process of assessing endowment return targets, acceptable risk levels, and
the structure and duration of program portfolios. What does an 8-plus percent target imply
for expected endowment volatility, the ability to

Why Some Perpetual Foundations Aren’t (Perpetual)

comfortably meet commitments, and projected
spending rates?

Such a foundation may be well advised to have
some “swing” capacity in its programs, i.e.,
short-term commitments that could be rapidly reduced in the event endowment volatility
requires decreased spending for a time. These
could be either in the mix of initiatives within
each program or separate programs recognized
as providing the necessary swing capacity.
Again, it is also possible that return targets that
include a premium for cost increases actually

Inflation rates are, of course, not the sole criteria
that comes into play in balancing the issues associated with the choice between the perpetual and
the spend-down models. But reduction in purchasing power due to inflation is likely among
the more potent factors if the decision is to be
made solely on an economic basis of maximizing
social utility. And the importance of an awareness of whether or not one is spending down on
real purchasing power seems unquestionable.

What Type of Initiative?
Considering the inflation issue from a different
direction, many foundations are now subjecting
their programs to cost-benefit or cost-effectiveness analysis in comparing alternative initiatives.
Although a wide range of approaches with significant variance in the degree of economic explicitness are used for these purposes, those analyses
turn either analytically or conceptually on some
sense of the amounts invested in the programs.
Particularly for long-term programs, all invested
amounts should be brought forward into current
dollars in order to make consistent comparisons
among alternative programs. The compounding
effect of inflation rates (in this case, revaluing
upwards previously invested amounts) potentially will make a material difference in the relative amounts invested if alternative initiatives are
to be considered on a consistent basis.
In general, the adjustments called for by all of the
above analysis can be quite simple in practice yet
still add meaningfully to a foundation’s ability
to model the economic environment in which
it functions. Consider, just as one example, a
foundation based in a major metropolitan area
whose programs are mostly in that urban area
and are of the direct-services type. In accounting
for inflation, such a foundation might wish to
The Foundation Review // 2017 Vol 9:2 117
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Higher return targets necessarily imply greater
projected portfolio volatility. Although riskier
portfolios can be constructed with an expected
return at these higher levels, the price of these
higher expected returns is higher volatility, i.e.,
less certainty that the target will be what is actually realized (otherwise, the portfolio would
not be “riskier”). It is true that this volatility
runs in both directions. It may be reasonable to
assume that you are just as likely to beat your
target as to fall short. But there is an important
asymmetry here: It is always easier to spend
more money without long-term commitments
than it is to adapt, in a relatively short time
frame, to a reduction in available funds when
returns fall short. Foundation fiduciaries are
well-advised to consider these possibilities in
advance rather than when the storm has arrived.
Stress testing can be useful here. What payout
rates would follow from an x percent decline
in endowment value? Are these rates acceptable? Program personnel need to be involved
in these analyses. What would the program
reaction be if funds available for grants declined
by x percent for even a few years? Is the mix of
short-term and longer-term commitments such
that there is the flexibility to respond quickly to
sub-target investment returns, or is the foundation effectively locked in and forced to accept a
higher spend rate of, say, 6 percent, 7 percent,
or more even for a few years? These questions
all become of heightened importance for a foundation that is trying to exceed, after accounting
for distributions, ordinary inflation rates in its
investment returns due to grantee-specific cost
considerations.

experienced by grantees simply imply too much
risk and associated volatility. Foundation fiduciaries could quite sensibly and prudently reach that
conclusion and set investment targets lower. But
then a foundation adopting this view is in reality
a spend-down organization, and must recognize
that in its program strategy given the long-run
legal mandates of spending at 5 percent plus
uncovered expenses per year.

Ettinger
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use core CPI (that is, the CPI without energy and
food), plus an amount reflecting recently prevailing HEPI premiums over general inflation.
This would capture both that gas utilization is
much lower in most major metropolitan areas
than in the U.S. generally and that grantees of
this nature are almost certainly labor intensive.
(Alternatively, there are now a variety of urban
indices which might merit consideration, but
“core” versions of these indices — e.g., minus
energy and food — may not be available.) To this
should be added 25 to 50 basis points for taxes or
expenses that are not includable. Keep in mind
also that there is a difference between price levels, which may be higher in this metro area than
in the nation as a whole, and percentage changes
in price levels due to inflation. The base price
level for this foundation should be thought of
as reflecting these higher urban costs and, if the
program focus should change to jurisdictions
with different cost levels, the base in effect could
be readjusted.
As this example illustrates, some relatively
straightforward analysis of the grantee portfolio can be important. To begin, is that portfolio
in fact characterized by greater labor intensity? Then, are there other factors, commodities, or specific costs of particular relevance?
Construction or infrastructure costs, food prices,
and costs associated with scientific research
(which can swing widely, in both directions,
from standard CPI measures) would all be examples here. Are considerations of location important, as in the different pricing environments
faced by urban, suburban, or rural grantees? In
particular, in the case of grantmaking in other
countries, actual inflation in the relevant economy (after adjustment for exchange-rate changes)
is what determines purchasing power parity.
These inflation considerations can also play a
meaningful role in setting important strategic
paths for a foundation. In considering the pros
and cons of perpetual versus spend-down models, and in determining where one actually is
on the spectrum defined by those two models, a
realistic premium to the general level of inflation
should, where appropriate, be incorporated into
the thinking. At least in the current economic
118 The Foundation Review // thefoundationreview.org

environment, the return target (and the associated risk levels that would need to be accepted
to, on average, achieve that target) may be an
important factor. Further, in comparing alternative initiatives with respect to historical or
projected outcome performance, constant dollar
calculations should be used to provide a consistent method of comparison.
These points may all be, at least per year, relatively small, but they can amount to important
effects. After all, a 7 1/2-cent raise was at the
center of The Pajama Game, which ended up
winning the 1954 Tony Award for Best Musical.
Small amounts can tell an interesting story.
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Introduction

In this article, we propose a framework for evaluating the blended performance of an entire
foundation’s outlays — both grants and financial investments — by quantifying both impact
and financial returns separately, and using
them as two axes on a graph. Inspired by Harry
Markowitz’s work, which underpins modern
financial portfolio theory, this approach uses a
foundation’s existing outlays to chart its overall
blended performance by creating an “endowment-grant allocation line” (Markowitz, 1952).
This, in turn, makes it possible to evaluate
whether the blended value of impact investments could improve the foundation’s overall
performance, even if those investments generate

Key Points
•• While some foundations have put their
entire focus on impact investing, philanthropy still lacks the tools that enable such
investments to be made with the same
rigor as the best financial investments and
philanthropic grants. This reveals a more
fundamental problem: We do not currently
manage foundations as the integrated
portfolios that they are.
•• This article proposes a framework for
evaluating a foundation’s blended performance that enables both grantmaking and
endowment investing to be evaluated jointly,
and thus also allows a complete evaluation
of how impact investments could improve —
or fail to improve — overall performance.
•• The article demonstrates the framework’s
utility by using it to evaluate a set of
actual impact investments in the field of
the environment. Using this framework to
assess foundations’ performance would not
only improve fundamental performance, but
also potentially unlock vast new areas of
social entrepreneurship.

below-market financial returns and smaller
impacts than traditional grants. Fundamentally,
the framework presented here evaluates the
entire foundation as one big impact investment,
even if the foundation currently uses only the
most traditional tools of grantmaking and an
endowment focused solely on financial returns.
We have used this approach to evaluate a set
of actual impact-investment opportunities that
The Foundation Review // 2017 Vol 9:2 119
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There are few hotter topics in the philanthropic
world these days than impact investing. From
the White House to the World Economic Forum
to the Giving Pledge, the idea of making investments that also yield social good has received
significant attention (Rodin & Brandenburg,
2014; Brest & Born, 2013). And yet, it remains a
troubled field for most foundations and philanthropists (Daniels, 2016; Foley, 2015). While
some foundations — notably, the F.B. Heron
Foundation — have put their entire focus on
impact investing, philanthropy still lacks the
tools that enable such investments to be made
with the same rigor as the best financial investments and philanthropic grants (Miller &
Johnson, 2015; Miller & Rogers, 2014). As Antony
Bugg-Levine and Jed Emerson (2011) have
pointed out, the key challenge is to find a rigorous approach to evaluate the “blended value” of
impact investments.

Aggarwala and Frasch

Sector

were seeking funding in 2012. First, using the
long-term average returns of a high-performing
nonprofit endowment and a high-performance
environmental grant that we had analyzed,
we created a theoretical philanthropy and
graphed its endowment-grant allocation line.
We then analyzed the promised impact and
financial returns of a set of 22 potential impact
investments related to climate change in a standardized way that also took into account the
duration of investment; with this, we were able
to rigorously evaluate each in a way that could
fairly compare dramatically different types of
investment opportunities. Significantly, when
compared to the theoretical philanthropy’s
endowment-grant allocation line, several of these
impact investments that seemed attractive individually actually would have reduced the overall
performance of the philanthropy, while others
that seemed less attractive on their own actually
would have improved the portfolio’s performance. In this way, the framework eliminates
the uncertainty of blended-value analysis and
allows the investor’s judgment to focus instead
on the most important question about any
investment, which is execution risk.

The Trouble With Impact Investing
For all the discussion about impact investing, it is a term and a field that seems to raise
more questions than answers. Foundations and
philanthropists struggle to figure out whether
impact-focused investments make sense and
what to expect from them. Should these investments avoid financial risk, or seek outsized
returns? Should they take first-loss positions in
order to catalyze the participation of traditional
investors, or would that simply be subsidizing
someone else’s return? How much of a foundation’s assets should go into “impact investments”? And there is also the issue of how to
calculate the impact of an investment — especially before you make it, which is when that
information is really useful (Brest & Born, 2013;
Bugg-Levine & Emerson 2011).
Adding to the confusion, advocates of impact
investing take widely differing positions on what
level of financial returns should be expected.
Some argue that there is an unlimited set of
120 The Foundation Review // thefoundationreview.org

opportunities that have lots of impact while
receiving market-rate returns or better — which
has the unsettling implication that we ought just
to cancel grantmaking altogether. Others use
the term “patient capital” — nicely complimenting those willing to wait a long time to get their
money back, but often ignoring how much value
even low inflation rates eat up over a decade or
two. And there is always the disturbing possibility that the social entrepreneurs pitching to you
might really be planning to sell their “social business” for millions, and see you more as a source
of low-cost capital than anything else (RoseSmith, 2016; Milligan & Schöning, 2011).
Finally, there is the very real issue of how to
make, and manage, impact investments. Most
program officers have an advocacy or public-sector background; they aren’t accustomed
to evaluating for-profit business plans. The
money managers could do so, but they won’t be
as focused on impact, and their incentives aren’t
well aligned since they usually get compensated
on the financial performance of the endowment.
For the occasional impact investment where
the impacts are huge and simply couldn’t be
achieved through a grant, the grantmakers will
likely get excited and be willing to fund it out of
their budget; in the same way, impact opportunities that really are financial home runs — beating the risk and return standards of the overall
endowment — will get done through the normal investing process. The ones in between will
either fall into a no-man’s-land or require direct
intervention from the CEO to get done (Godeke
& Burckart, 2015).
Unfortunately, this no-man’s-land is where most
impact-investment opportunities lie; even when
they have the potential for high returns, they
come with greater uncertainty. Navigating the
no-man’s-land requires a level of integration
across functions that few foundations achieve.
A potential impact investment must be evaluated on both its impact and its financial return,
funded either from the grantmaking budget or
the endowment, and managed for both aspects of
its performance.

Evaluating a Foundation’s Blended Performance

And this is a problem, because it is easy to conclude that such opportunities fail both the
impact test and the market test. For philanthropy
to embrace impact investing fully, it must find a
way to understand these opportunities in terms
of their blended value of both impact and financial return. Several efforts are underway to standardize and make transparent the impacts of
for-profit entities, which will help evaluate individual impact investments in a systematic way
(Godeke & Burckart, 2015; Miller & Johnson,
2015; Miller & Rogers, 2014; Bugg-Levine &
Emerson, 2011).

Visualizing the Foundation’s Blended
Performance to Evaluate Investments
The irony here is that the foundation itself is,
essentially, one big impact investment. A donor
puts an endowment into a foundation; in return,
he or she expects to receive both impact on the
world and the preservation of financial value to
enable future impact. Each year, the investment
team works to make financial returns, and the
grantmaking team is given a portion of those
returns to create impact. At the end of the year,
the foundation has two metrics by which it can
understand its performance: the net change
in the endowment and the impact generated.
Taken together, in terms of Bugg-Levine and
Emerson’s concept of blended value, this is its
blended return.
The fact that every foundation has a blended
return is clear every time a board decides to
spend more than its required distribution to

realize some time-sensitive impact opportunity, or to cut grantmaking to preserve capital
in times when the endowment shrinks due to
poor financial performance. Thus, a good board
instinctively manages for both financial and
impact performance, even if it sticks with the
traditional tools of pure grantmaking on the program side and financial-return-only objectives
on the endowment side. In other words, it seeks
to optimize blended value — which is to say, it
manages itself like an impact investment.
If the foundation is an impact investment, why
doesn’t the end-of-year board meeting struggle
with the same challenges as impact investments
do individually? The truth, of course, is that
foundations rarely attempt to measure themselves on a blended, quantitative basis. While
most grantmakers today present detailed metrics
for each grant, only a few foundations really evaluate their overall impact in hard numbers. Those
that do struggle to boil impact performance
down to even a few metrics (Colby, Fishman, &
Pickell, 2011). Even more, the resource-intensity
of the impact generated is almost never considered; the endowment managers have usually
left the boardroom before the discussion of the
grantmaking program has begun.
And this leaves unanswered perhaps the most
important question the board should consider
— the foundation’s blended performance. In the
corporate world, a key metric of performance
The Foundation Review // 2017 Vol 9:2 121
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Even with rigorous analysis, however, any
investment is good only if it improves the overall performance of the fund or firm making
the investment. Thus, for any given impact-investment opportunity, the rigorously evaluated blended value must be compared to the
rigorously evaluated blended performance of
the foundation considering it. And that is the
bigger problem — because, while foundations
generally evaluate both their endowment performances and their grants, they rarely consider the two in conjunction with one another
(Coffman & Beer, 2016).

[T]he foundation has two
metrics by which it can
understand its performance:
the net change in the
endowment and the impact
generated. Taken together,
in terms of Bugg-Levine and
Emerson’s concept of blended
value, this is its blended return.
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FIGURE 1 Visualizing Financial and Impact Returns Together
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is return on invested capital (ROIC), which is
to say, “How much money did we make taking
into account how much money we are tying up
in order to make money?” A foundation’s equivalent to ROIC would be its combined impact and
financial return, divided by the total assets in its
endowment at the beginning of the year. This
would be its blended performance.
One reason foundations don’t attempt to measure blended performance is that there would
be very little utility to the number. In theory,
if a bunch of foundations adopted the same
approach, it could serve as a comparative metric.
And while this would be useful, it wouldn’t necessarily improve performance; just as different
industries have different average ROICs, foundations in different fields or focused on different
priorities would have structurally different levels
of blended performance.
The better use of blended performance would be
to evaluate what specific investments, grants, or
impact investments would actually improve the
overall performance of the whole foundation.
122 The Foundation Review // thefoundationreview.org

Most companies convert their ROIC into a “hurdle rate” for such decisions — the rate of return
specific to that company below which an investment destroys value by reducing its ROIC below
an acceptable level.
Doing this for a foundation relies on returning to the source of modern financial-portfolio
theory. In 1952, in an article that ultimately
won him a Nobel Prize, Markowitz argued
that portfolio managers were evaluating their
investments in an entirely misguided way by
focusing only on the return of an individual
asset. Instead, he argued, they should look at
the contribution that each investment made to
their overall portfolio’s performance, which had
not one metric, but two: financial return and
risk. By plotting the return and risk of each risky
asset (stocks, bonds, real estate, etc.), he argued,
an investor could find the “efficient frontier”
where any desired increase in return required
the acceptance of more risk. Further, he pointed
out that by blending this efficient portfolio of
risky assets with “risk free” treasury bonds that
returned less but had zero functional risk, an

Evaluating a Foundation’s Blended Performance

FIGURE 2 The Endowment-Grant Line
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investor could create a portfolio with any desired
level of risk along a “capital allocation line” that
connected the efficient frontier with the return
associated with the risk-free asset (Markowitz,
1952; Rubenstein, 2002).
Markowitz’s overall approach allows us to create
the same kind of benchmark for a foundation.
We start by imagining the entire foundation as
a single portfolio that makes capital outlays in
pursuit of both financial return and impact. (See
Figure 1.) The vertical (y) axis indicates the annualized financial return, and the horizontal (x) axis
indicates the impact achieved. Financial returns,
as usual, are represented as an annual percentage
or, in other words, on a per-dollar basis, because
a 10 percent return means 10 cents returned for
each dollar in the endowment each year. To be
consistent, we would show impact in standardized units of annualized impact per dollar in the
grant budget. (See Appendix A.)
In general, the endowment taken alone would
be in the top left of the graph, with (one hopes) a
10 percent to 15 percent financial return, but no

impact yielded. The grant program, considered
alone, would be at the lower right corner, yielding
impact but losing all of its investment — in other
words, a negative 100 percent financial return.
If we assume that both the investment managers and the program officers are doing their
jobs well, then each should be at the outer edge
of what is possible for their tools: the endowment team simply can’t get a sustained higher
annual return, and the grantmaking team can’t
improve its overall impact per dollar in their
current programs.
Therefore, a line between these two points on
the graph defines the combined financial and
impact performance of the foundation’s total
portfolio in any giving scenario. Using only these
two instruments, a foundation cannot achieve
results beyond this line. For example, if a foundation’s grants in a single year equaled 50 percent of its total assets, its financial return would
be just above negative 50 percent, but with a
much greater impact. (See Figure 2.) If it gave
away its endowment’s total earnings, its overall
The Foundation Review // 2017 Vol 9:2 123
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FIGURE 3 Plotting Impact Investments
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performance would be where the diagonal line
crosses the x-axis. The average foundation —
earning perhaps 11 percent on its endowment
and allocating 5 percent of its start-of-year assets
to grantmaking — would see an overall financial
return of approximately 6 percent and a relatively small impact return.
Thus, for a foundation using only market-rate
investments and best-in-class grants, the amount
of money allocated to grantmaking is the key
determinant of impact achieved. This “endowment-grant allocation line” is the equivalent of
Markowitz’s capital allocation line — the investor can achieve any point on the line simply by
reallocating assets, but it cannot move above or
below the line unless new asset classes emerge.
With our “endowment-grant allocation line”
defining the foundation’s overall potential performance, every other investment can be evaluated comparatively: The endowment includes
many investments, which range from financial
loss to occasional outsized returns, and the
grants include some home runs and a few that
124 The Foundation Review // thefoundationreview.org

didn’t succeed. Impact investments, generating
both kinds of return, will appear in the much
larger space between the axes. (See Figure 3.)
And this, quite clearly, demonstrates how valuecreating impact investments can be identified.
Any investment that is above and to the right of
the line generates a blend of financial and impact
returns that the current endowment-grant
structure could not achieve; it will improve the
overall performance of the foundation. Any
investment that falls below the line destroys
value; the money is better kept in the endowment’s financial portfolio and the proceeds used
to fund grants. (See Figure 4.)

Can We Really Quantify Impact?
Of course, the real challenge is how to turn this
theory into an actual, usable set of numbers that
informs an investor prior to an investment decision. The field of impact investing has expended
significant effort in ways to quantify and report
the impact associated with an investment,
such as the Impact Reporting and Investment
Standards (IRIS) tool, but these generally are not
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FIGURE 4 The Endowment-Grant Line as the Foundation’s Hurdle Rate
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designed from the outset to help select the next
one (Bhouri, 2011).

calculates a cost/benefit ratio for each potential
grant (Weinstein, 2009).

On the financial side, quantifying value is
easy because it is precisely what the concept of
“money” exists to do. In the 19th century, economist William Stanley Jevons defined money as
offering four functions: a medium of exchange,
a common measure of value, a standard of
deferred payment, and a store of value. If philanthropy had a unit of impact that could accomplish these four things, our analytical challenge
would evaporate. But a metric that could cut
across multiple fields of philanthropy eludes us
(Jevons, 1875).

Another area that lends itself to rigorous impact
quantification is environmental philanthropy,
which today is highly focused on mitigating
climate change. Directly or indirectly, climate-change philanthropy is about spending
money to keep greenhouse gases (GHGs) out
of the atmosphere. Because GHGs are fungible
across the planet, are quantifiable in a single unit
of carbon dioxide equivalent (CO2e), and have
predictable utility across time, climate-change
philanthropy has a metric that is just as analytically powerful as money.

However, some program areas do lend themselves to quantitative impact analysis. The Robin
Hood Foundation works hard to quantify the
impact on poverty alleviation expected from
its portfolio of grants. The foundation assigns a
monetary value to the expected benefits of the
intervention’s outcomes (e.g., one additional
person graduating from high school increases
his lifetime earnings by X dollars), and then it

The key, then, is to analyze impacts with the
same rigor as one analyzes promised financial
results. And here, too, we run into a gap: we
lack the conventions that financial analysts take
for granted. In climate change, the rules developed for carbon-trading systems focus on precise
determination of “additionality,” to ensure that
the public is actually getting the GHG reductions it paid for. These are useful rules for their
The Foundation Review // 2017 Vol 9:2 125
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purpose, but they don’t help the ex-ante evaluation of climate-change-focused investments.
They are, in fact, more like the accounting standards used in a financial audit. Any honest investment manager will tell you that the numbers
you crunch before making an investment would
never pass an audit; they are full of uncertainties
and estimates because they are trying to predict
the future without allowing uncertainty to prevent action. They are kept within reason by a
set of conventions about how financial returns
should be estimated. Similarly, much of our legal
structure exists to ensure that financial flows do
not get double-counted: when two people claim
the same money, a lawsuit ensues. But every
grantmaker knows that many parties often claim
the same impact. So, we need not only usable
ex-ante estimates of impact, but also an approach
to determining how much of the overall impact
can be claimed by any one investor.

Sector

So, could a climate-change-focused foundation,
using avoided GHGs as its currency of impact,
evaluate an impact investment? Easily. It should
be no more difficult to model the GHG reductions expected from an investment than it is to
estimate its future revenues and costs. It should
be feasible to adopt a notional discount rate for
GHGs, on the basis that a ton of GHG reductions
today is worth more than a ton of GHG reductions 10 years from now. Just as every investment
plan has to discount expected returns based on
uncertainty in the broader market and the risk of
poor execution, it should be feasible to discount
our impact estimates to account for the risk
that circumstances might change and the risk
that our managers might fail to deliver on their
plans. Because even a huge foundation doesn’t
have unlimited resources, we will also need to
consider how much capital must be invested,
and how long it is tied up, in order to achieve the
expected amount of impact — much as an investor already considers these investment characteristics in a financial internal rate of return. And,
if a key purpose of the investment is to prove
that a new business model works so that others
adopt it (the “demonstration effect”), a real-options approach can incorporate the value of those
future impacts. Perhaps the most difficult aspect
of this would be to determine how much of the
126 The Foundation Review // thefoundationreview.org

overall GHG reductions are attributable to any
particular investment, taking into account other
players working on the same goals, other investors in the same project, and external factors that
might influence the outcome.
This sounds like a long list, but each analysis
requires only a set of reasonable rules and some
analytical legwork to get done. And we are not
aiming for auditable figures: just as the law uses
the “reasonable man” standard, we can use the
“reasonable board member” as the person we
must convince, rather than an auditor. And our
reasonable board member should be impressed;
chances are, these are far more rigorous a set of
rules than boards are accustomed to seeing used
to assess philanthropic initiatives. (See Table 1.)

So, Does It Work in Practice?
To test this approach, we modeled a set of 22
potential impact investments and three potential grants whose nonfinancial purpose was to
reduce GHG emissions, using the conventions
described above. Most of the impact investments
were active opportunities undertaking fundraising in 2012, when this research started; five
were theoretical opportunities for which no
business plan had yet emerged. The set was chosen to span a broad range of investment types,
including debt and equity, early-stage venture
capital to project finance, initiatives with easily
quantified impact and those with indirect and/
or shared impact, and with terms that range
from two to 20 years. As the end points of our
“endowment-grant benchmark line,” we used
the average 10-year financial returns of the
best-performing large university endowment
and one large GHG-related grant in which we
had been involved and for which we had detailed
cost, impact, and allocation data.
The results indicated that there is much insight
to be gained from a rigorous approach to analyzing blended value. (See Figure 5.) Each of the
potential investments identified had smart, experienced proponents whose intuition led them to
think the investments would have great impact.
But, even accounting for the fact that they were
expected to return money to the foundation,
most had such small impacts per dollar invested
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TABLE 1 Impact Quantification Guidelines
Issue

Establish
pro-forma
value flows.

Approach

Method

• How much impact
do we expect over
the duration of the
investment term?

• Just as a financial
analyst models expected
periodic cash flows,
model the expected
impact quantities
associated with the
same time periods.

• Create a pro-forma model of
expected impact flows, by
time period.

• How much of the
impact generated by
this investment can we
legitimately claim?

• Consider other investors
(including owners) and
capital providers: Do
they also have claim to a
portion of the impact?

• Similar to allocating
enterprise ownership based
on an investor’s capital
contribution, but expanded
to consider external
influences contributing to
the accumulation of impact,
in order to avoid doublecounting of impact claims

Determine
ownership of
value flows.

Adjust for the
uncertainty of
getting your
return.

Include the
value of potential
follow-on impact.

Determine the
“impact IRR.”

• Some impacts, such
as carbon reductions,
are less important if
made tomorrow than
the same amount of
reductions made today.

• “Time value of impact”

• Apply an appropriate discount
rate to determine the present
value of expected impact.

• Will the business plan
be executed?

• Estimate execution risk,
permanence risk, and
other types of uncertainties for each investment.

• Apply cumulative “haircuts”
to quantities of estimated
impact.

• How do we value the
fact that our purpose
is to demonstrate that
this business model is
feasible?

• Perform a real-options
analysis using likelihood
and scale of follow-on
impact.

• Develop informed scenarios
of the potential timing and
quantities of impact beyond
the investment term; assign
probabilities.

• Is this investment
better than a grant, or
than an investment that
yields greater returns
but takes longer?

• Consider how much
capital must be invested
and for how long in
order to achieve the total
estimated impact we
can claim.

• Will the product be
used as intended?
• Will the widgets work,
and how long will they
last?

• Consider how much of
the follow-on impact we
can attribute to our initial
investment.

• Calculate the quantity of
impact per dollar invested, per
year of the investment term.
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Discount for
the time value
of impact.

• Are other impactmotivated players
involved elsewhere in the
delivery channel, or is
the investment building
on other impactdriven work, such as
regulation?

• Often, but not always, impact
flows will follow the same
expected growth trajectory as
the business itself.

Aggarwala and Frasch

FIGURE 5 Results of Analysis, With Characteristics of Selected Opportunities

Sector
that they were really best considered only on
their financial merits. Looking more closely,
some specific opportunities surprised us. One
investment sounded great but proved to destroy
value; in retrospect, it was so capital-intensive per
unit of impact that it could not compete with the
baseline endowment-grant combination. Another
was unimpressive at first glance, but it achieved
so much financial leverage by bringing in nonimpact investors that the large quantity of impact
easily justified reduced financial returns to the
impact investor. Another took so long to realize
impact that the discount rate ate up its value.
Above all, though, our results also demonstrated
this heartening fact: a number of the opportunities we saw do have the potential to improve the
overall performance of the foundation. And some
clearly did trade off financial returns for impact,
giving the philanthropic impact investor a key
role to play. (See Appendix B.)
These results, therefore, demonstrate also the
limitations of the after-the-fact reporting formats
many impact investors use to monitor the level
of impact their investments have had. Tools such
as IRIS are useful for the auditing function, to
128 The Foundation Review // thefoundationreview.org

ensure over the long term that the field is not
selling snake oil. But they are not always useful to predict the impact of potential individual
investments. If impact investing is to compete
for capital with the traditional philanthropic
approach of earning money and then making
donations, it must adopt far more precise ways of
selecting those investments that will create value
for the foundation as a whole. Making impact
investments imprecisely and then evaluating
them rigorously will — inevitably — lead to
lackluster performance. Only when quantitative
analysis drives investments will the field’s actual
performance realize its potential.
Our results also demonstrated one additional
benefit to this kind of rigorous analysis: that
there is a huge, unexplored white space that
philanthropy can and should consider. Most of
the impact-investment opportunities we analyzed fell into two clusters: some were truly value-creating, while most clustered closely around
the profitable end of the endowment-grant
benchmark line, indicating, essentially, “business plans with some positive social benefit.”
(See Figure 6). This makes sense; while lots of
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FIGURE 6 Expected Financial and Impact Returns for a Set of Impact Investments,Plotted Against
the Endowment-Grant Line

Sector

people seek proposals for grants and profitable
business plans, there is not the comparable
demand for business plans that lose some, but
not all, of their money while creating social
good. Of course, there are lots of organizations
that do good work while generating revenues
insufficient to cover their costs; think of most
arts and educational institutions that augment
revenues from tuition and ticket fees with grants
from donors. The field of social entrepreneurship would clearly benefit if philanthropist-investors were to find a way to value equity stakes
in ventures that might never make a profit but
aren’t truly charities.

Putting This Into Practice
The approach here represents a first-cut attempt
at developing a methodology that would consider an impact investment in its true context.
We are encouraged by the initial results and
what we have learned through building this
analytic model and data set. It will be necessary
to refine the methodology through the analysis
of additional climate-focused investments — to
more specifically address the riskiness of financial returns (through standardized assumptions

by asset class and business stage), as well as
more consistently consider and account for the
impact upside of the demonstration affect, a
key rationale behind many impact investments
(which can be done through a real-options-style
analysis). Further, just as every investment firm
develops its own models to reflect its beliefs,
preferences, and risk tolerance, any impact
investor will need to tailor an approach such
as this to its own situation and purpose in the
selection of opportunities.
Even when the framework is refined, acting on
the opportunities it identifies will still require
management finesse, because the traditional
separation of a foundation’s investment and
program teams provides no obvious place from
which to analyze or manage investments seeking both financial and impact returns. Asking
these two groups to work together under
existing structures seems destined for failure
— especially if the investment managers are
compensated on financial performance alone
and the program officers lack financial experience. Alternatively, a separate impact-investing
team would need not only to attract the best
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There will be challenges
inherent in a transition
from traditional foundation
operations to this unified
analytic and investment
approach. But this framework
and our results are evidence
that it can and should be done,
and with worthwhile result.
The difficulty, and messiness,
involved in identifying and
quantifying a foundation’s
impact is the necessary price of
determining its effectiveness.
from both the program and financial sides of
the house, but also ensure that they are fully
working together and can compete fairly for
investment dollars with both the grantmaking
program and the endowment. For example, the
Heron Foundation has merged its investment
and program teams into one “capital deployment” team as it shifts its strategy to one fully
focused on impact investing (Wallace, 2013).
Our framework provides a basis on which to
solve these management challenges. A quantitative, dual return metric offers program and
financial staff a neutral, common ground that
requires each to think deeply in the terms of the
other side of the house. It provides a way for a
board of directors to determine smart allocations of money away from grants or endowment
funds and into impact investments at a scale that
matters. And it offers a basis for results-based
compensation structures that can attract money
managers into the impact-investing space, with
the right incentives.
130 The Foundation Review // thefoundationreview.org

There will be challenges inherent in a transition
from traditional foundation operations to this
unified analytic and investment approach. But
this framework and our results are evidence that
it can and should be done, and with worthwhile
result. The difficulty, and messiness, involved
in identifying and quantifying a foundation’s
impact is the necessary price of determining its
effectiveness.
This framework also provides a way to continuously evaluate and improve the performance
of the entire foundation. One could imagine
compensating all staff based on the foundation’s
combined performance, for example, helping to
break down the silos between the financial and
program staff. Recognizing the fact that each
program area will probably always have a different unit of impact, one could break the foundation’s endowment up into a separate account for
each program, and evaluate each program using
this framework — just as many corporations
evaluate performance at the business-unit level.
In such a case, fields in which impact investing
proves more effective would do more of it; fields
in which traditional grants prove more effective
would stay where they are. But in both cases,
ongoing evaluation would ensure that a foundation did not miss a change in circumstance or a
good opportunity.
Either way, the real challenge of impact investing
is a challenge to the foundation itself: Can we
think about our overall performance in a rigorous, quantitative way that incorporates both our
impact and our financial objectives? And can we
do so in a way that informs and improves our
decision-making process? If we can — and if we
are willing to act on it — getting impact investing right offers a way not only to use new tools,
but to improve the effectiveness of the foundation as a whole.
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APPENDIX A Calculating an Annual Impact Return
Financial investment decisions are usually made based on two types of return calculations: net
present value (NPV) and internal rate of return (IRR). The NPV factors out the cost of the capital
deployed, so has the simplicity of yielding a single number that incorporates the duration of the
investment; with NPV, an investment that takes 10 years to yield a return can be compared to an
investment that returns cash to the investor in one year.
The NPV, however, is appropriate only in instances where the investor has unlimited access to
capital. By incorporating into its analysis the cost of that capital, it focuses only on the returns to the
investor deploying the funds, not the fundamental owner of the funds. Thus, its use is most often
appropriate in a corporate or project-type setting.
It is tempting to use a similar approach to evaluating impact, by assigning a dollar value to impact
a priori (e.g., $1 per ton of carbon dioxide equivalent) and calculating the value of the total impact
achieved in dollar terms. However, this fails to be useful unless the philanthropist is really willing
to buy an unlimited amount of impact at that price, which is rarely the case, especially if market
mechanisms (such as carbon-trading markets) offer lower prices. In this way, it is similar to the NPV,
which implicitly assumes that access to capital is unlimited.

Sector

Investors use the IRR because it does not incorporate the cost of capital; rather, the return measured
is the total return to the holder of capital, including the rent of the capital deployed. This is appropriate both for the owner of the capital and in instances where the pool of capital is constrained, as
in an endowment or investment fund. Thus, the IRR is a more appropriate metric for foundations
because their pool of capital is limited by their endowments.
Similarly, because philanthropists are not usually open to buying unlimited amounts of impact at
a given price, we believe the IRR is a better inspiration for the quantification of impact than the
NPV. This raises a problem, however: the simplicity of the IRR as a metric is due to the fact that the
numerator (cash earned) is the same as the denominator (cash invested). When considering impact
generated per dollar invested, the numerator and denominator are, of course, different. Thus, we
reinterpret the IRR to be “annual return on cash invested,” which can come in the form either of cash
or of GHGs, measured in carbon dioxide equivalents. (See Figure 7.)

FIGURE 7 Explanation of the approach used to develop a metric for impact return comparable to
the IRR for financial return.
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APPENDIX B Results of Analysis

Project Name:

Solar Product
Company A

Expected
Annual
Financial
Return
(IRR)

Expected
Annual
Impact
Return
(CO2e, kg)

WC Loan

Actual

10

13

5,000,000

-1.9%

20.91

Preinvestment Facility
(infrastructure)

Loan

Actual

6

16

5,000,000

1.0%

22.81

Modular Green Homes

Loan
Guarantee

Actual

2

15

1,500,000

1.61%

0.80

Clean Cookstoves
(with credit revenue)

WC Loan

Actual

5

6

1,000,000

1.88%

-

Solar Product
Company B

WC Loan

Actual

2

5

2,000,000

2.45%

22.53

Loan Fund

Actual

5

15

2,500,000

4.10%

26.62

EE Finance Fund*
Truck Retrofit Fund

Actual

7

25

3,000,000

4.34%

7.57

Fund

Actual

11

11

2,000,000

8.14%

0.38

REDD Fund B (with
partial credit revenue)

Fund

Hypothetical

20

20

75,000,000

8.63%

26.41

Tax Equity

Actual

15

20

50,000,000

8.68%

1.46

Diesel Replacement

Project
Equity

Actual

10

15

1,000,000

9.36%

0.22

EE Project Equity *

Project
Equity

Hypothetical

10

15

345,000

10.22%

2.01

Tax Equity

Actual

6

20

50,000,000

12.06%

2.23

Fund

Actual

10

10

10,000,000

12.80%

-

Tax Equity Distributed
Solar
REDD Fund A
(with credit revenue)
Biomass Power Plant

Equity

Actual

16

16

950,000

13.14%

5.03

EE Project Company *

Equity

Hypothetical

7

14

750,000

13.94%

0.73

Ranchland Restoration
Fund B

Project
Equity

Actual

6

6

7,745,472

15.27%

0.01

Mezzanine
Loan

Actual

2

5

2,000,000

15.40%

22.71

Shipping Technology
Series B

Equity

Actual

8

18

5,000,000

17.24%

18.07

NYC Taxi Conversion

Loan
Fund

Hypothetical

12

12

26,785,200

18.92%

1.96

LA Taxi Conversion

Loan
Fund

Hypothetical

14

14

12,183,730

21.83%

2.58

Enery Emissions
Reduction Company

Equity

Actual

10

10

1,500,000

28.08%

18.71

Conservation
TIllage Project

Grant

Actual

5

10

400,000

-100.0%

19.98

REDD Fund A (with
no credit revenue)

Grant

Hypothetical

5

28

10,000,000

-100.0%

2.23

Climate Advocacy
Grant

Grant

Actual

4

20

50,000,000

-100.0%

38.56

Solar Product
Company B

EE = energy efficiency.
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WC Loan

Ranchland Restoration
Fund A

Tax Equity Wind

*

Type

Investment
Impact Investment
Actual or
Term
Duration
Size
Hypothetical
(years)
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Key Points
•• This article examines how the design principles of a major philanthropic initiative have
influenced its performance, and provides a
practical example of strategic philanthropy
that can contribute to the current debate
over the merits and flaws of this approach.

Reflective Practice

•• The Gordon and Betty Moore Foundation’s
$369 million Andes Amazon Initiative, one
of the largest private environmental conservation initiatives ever, reflects the values of
the Moore family by focusing on conserving
important biodiversity and wilderness areas
such as the Amazon. “Making a difference”
in the context of the Andes-Amazon has
required adherence to the foundation’s
founders’ principles of investing at
sufficient spatial and temporal scale, the
development of an evidence-based theory
of change, and a systematic means to
measure and evaluate progress against a
clearly articulated outcome.
•• Maintaining a commitment to these
principles through multiple changes in
foundation leadership and staffing has been
an important challenge.
•• The lessons learned are reinforced by the
experience of the foundation across its other
initiatives, spanning fields as diverse as
scientific research and supporting advances
in the field of health care. The relevance
of the foundation’s experience, therefore,
extends beyond environmental conservation
to other areas of philanthropy.
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Introduction
Gordon and Betty Moore founded their eponymous foundation in 2001. The foundation
supports scientific discovery, environmental conservation, patient-care improvements, and preservation of the special character of the San Francisco
Bay Area. The foundation has made more than
2,100 grants, totaling $3 billion; $1.3 billion of this
has been directed toward environmental conservation. The largest of the foundation’s environmental initiatives is the Andes Amazon Initiative
(AAI), which has invested nearly $369 million
over its first 15 years to protect the forest cover
and biodiversity of the Amazon.
Deforestation has resulted in the loss of 13.3
percent of the Amazon’s original forest cover
(Red Amazónica de Información Socioambiental
Georreferenciada, 2015). Scientists studying the
hydrology and climate of the Amazon believe
that deforestation can change the local or even
regional climate and result in the drying of some
areas, and in the worst-case scenario even trigger large-scale forest loss as these areas revert
to drier grasslands and shrub lands (Lejeune,
Davin, Guillod, & Seneviratne, 2014; Zhang
et al., 2015). Furthermore, deforestation and
other forms of human disturbance threaten the
region’s outstanding biodiversity values (Hubble
et al., 2008; Wearn, Reuman, & Ewers, 2012;
Barlow et al., 2015). Slowing, halting, or reversing the destruction of the Amazon is recognized
as one of the greatest challenges facing the global
environmental community today.

Staying the Course

To address the need for large-scale conservation
of the Amazon biome, the AAI began in 2001
with a goal of contributing to the protection of
70 percent of the Amazon’s original forest cover.
The target was chosen in consultation with the
scientific community as a “best guess” of the
amount of forest cover required to maintain
the hydrology of the basin. It is complemented
by subtargets to distribute conservation across
areas of different ecological characteristics
within the Amazon to protect representative
biodiversity.
The initiative’s core strategy for reaching its
target for forest conservation has been the establishment and effective management of legally
conserved areas — a term we will use broadly for
any legislated land-use designation that prohibits
deforestation, ranging from protected areas such
as national parks to indigenous territories.

The AAI has also supported the development of
systems and processes to manage the conserved
areas effectively for the long term — which we
call consolidation. The initiative originally set
out to consolidate 1.35 million square miles of
conserved sites, but over the years the foundation reduced this goal to the more manageable
figure of 540,000 square miles. At present, the
AAI and its grantees have fully consolidated only

a fraction of this amount, totaling about 14,300
square miles. Consolidation of the remaining
areas remains the initiative’s defining challenge.
Nevertheless, as evaluators in the field of conservation we have seen no comparable philanthropic effort to the AAI in terms of size,
longevity, and level of impact. The success of
the initiative on the ground is the product of the
work of its grantees over these past 15 years. But
important to making the grantees’ work possible
is the donor — and its approach to philanthropy.

The Founder’s Intent
In 2015, Gordon and Betty Moore penned a
“statement of founder’s intent” to specify the
purpose of the foundation and to provide guidance to trustees and management. In large part,
the statement formalizes in writing the general
guidance provided by the founders that has
shaped their philanthropy to date. Building on
this document, the foundation developed guiding principles that fall into four general categories: impact, integrity, disciplined approach, and
collaboration. (See Figure 1.)
The foundation’s approach is also consistent
with a broader movement that has come to be
known as strategic philanthropy, with its emphasis on clearly stated and measurable goals, a
donor-driven theory of change, evidence-based
strategies, performance measurement, and
accountability (Porter & Kramer, 1999).

Protected areas and indigenous territories overlap on 147,000 square miles, which accounts for the difference between the
sum of the two categories and the total conserved area.

1

2

For a detailed map, see Red Amazónica de Información Socioambiental Georreferenciada, 2015.
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The AAI has successfully supported the legal
designation of 250,000 square miles of conservation areas and indigenous territories since its
inception. A total of 1.37 million square miles
now fall within protected areas (672,000 square
miles) and indigenous territories (845,000 square
miles),1 covering 45.5 percent of the original
forest cover of the Amazon Biome.2 If effectively
managed, this 45.5 percent of conserved forest
cover could be sufficient to achieve the AAI’s
overall goal when combined with those areas of
the Amazon that are de facto conserved by virtue of complementary conservation measures,
their remoteness, or poor conditions for economic land use.

[A]s evaluators in the field of
conservation we have seen no
comparable philanthropic effort
to the AAI in terms of size,
longevity, and level of impact.

Hardner, Gullison, and O’Neill

FIGURE 1 Principles of the Gordon and Betty Moore Foundation

Impact - We strive to achieve large-scale, enduring impact.
• Investing on a sufficient scale to make a difference on important issues.
• Taking the long view, staying the course, and persisting.
• Seeking to create durable, not temporary, change.
• Taking calculated risks and supporting new ideas for significant change.
• Focusing on root causes, not symptoms, to create systemic change.
Integrity - We hold ourselves accountable to our founders’ ideals and aspirations.
• Carrying out our work with uncompromising integrity and committing to the highest
standards of conduct.
• Communicating honestly, clearly, and in a timely manner.
• Using the resources entrusted to us responsibly.
• Holding ourselves to the same standards that we ask of others.
Disciplined Approach - We take a systematic, evidence-based approach.
• Developing and implementing evidence-based, well-vetted theories of change.
• Testing our assumptions and challenging our thinking; we adaptively manage to address
changing conditions.
• Evaluating our impact, learning and improving, we establish outcomes which we can
measure using both quantitative and qualitative approaches.
• Consistently implementing full cycles of planning, execution, evaluation, and improvement,
we learn from both our successes and failures.
• Staying well informed and making decisions on the basis of knowledge, analysis, external
input, and objective due diligence.

Reflective Practice

Collaboration - We collaborate with respect and purpose.
• Recognizing that our impact is achieved through the efforts of our grantees and others.
• Working with others; respecting their ideas, values, and time.
• Listening to varying points of view, including those that may differ from our own.
• Gathering and incorporating the best thinking into our work.
• Respectfully challenging ourselves and our partners to strengthen our collective thinking.
• Fostering collaboration when we can create a whole that is greater than the sum of its parts.

The AAI provides an important illustration of
the Moores’ guiding principles. Furthermore,
it informs the broader discussion stimulated by
the recent mea culpas of some of the most ardent
proponents of strategic philanthropy who regret
the effects of advocating donor-level planning
(Kania, Kramer, & Russell, 2014) and the consequent disempowerment of grantees to make
their own strategies (Harvey, 2016).
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The AAI’s Design Principles
Investing at Sufficient Scale and Taking
the Long View

Ensuring that the AAI’s design was commensurate to the challenge it sought to confront
required that the initiative: (a) work at a spatial scale large enough that it would influence
the status of forests and biodiversity across the

Staying the Course

basin, (b) commit enough financial resources
to comprise an important source of funding for
conservation in the Amazon, and (c) continue its
funding long enough to complete the complex
processes necessary to establish and consolidate
conserved areas.

According to Castro and Riega-Campos (2014),
the foundation is a larger donor for conservation
in the Amazon than the other largest private
foundations combined: Fundo Vale, the blue
moon fund, and the Ford, MacArthur, Skoll, and
Avina foundations. The AAI typically funds nongovernmental organizations to provide technical
support to governments or communities, or to
implement directly the specific actions needed.
However, at times the AAI funds governments
directly. For example, it provided significant support to the government of the state of Amazonas
in Brazil for the expansion and consolidation of a
major, 69,500-square-mile, state protected-areas

system — an area equivalent to the size of
Missouri. Well over half of the grantees are
national or local organizations or South Americabased programs of international organizations.
About half of grantees received $1 million or less,
30 were given between $1 million and $5 million,
11 received $5 million to $10 million, and just
two — the Wildlife Conservation Society and
the World Wildlife Fund — received individual
grants of more than $20 million.
The AAI has been funding grantees in the
Amazon for 15 years and is currently planning
another multiyear phase of operation. The foundation’s long-term commitment to the AAI has
had three main effects:
1. The AAI has been able to cultivate a highly
effective grantee portfolio. Its commitment
to conservation in the region should not
be conflated with unconditional long-term
support for individual grantees, although
some have been supported for the life of
the initiative. Rather, a commitment to a
theme and a geography over time allowed
the AAI to work with multiple grantees
via fixed-term grants and renew support
to those that needed funding to complete
an agreed plan of work with the foundation, continued to work on AAI’s priorities,
and have been effective. In addition, the
initiative has helped increase the capacity
of many organizations, which has been
crucial for ensuring adequate capacity to
The Foundation Review // 2017 Vol 9:2 137
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As discussed earlier, the AAI’s target is to conserve 70 percent of the Amazon — an estimated
theoretical threshold for sustaining the hydrologic function of the region. In the strictest interpretation of this theory, any effort to conserve
the Amazon that falls short of that threshold
would fail to preserve the ecology of the biome.
For the initiative to “make a difference” in this
context, it needs to work at a very large spatial
scale across the Amazon. To achieve this, the
AAI has made grants in seven of the nine countries in the Amazon: Brazil, Bolivia, Colombia,
Ecuador, Suriname, Peru, and Venezuela. Over
time, the AAI has prioritized and reprioritized
its geographic focus in an effort to avoid spreading itself too thin as well as in response to evolving theories about where conservation is most
needed and most effective. About 20 percent
of the initiative’s funding has gone to grants
covering multiple countries in the Amazon.
Forty percent of the funding went to efforts in
Brazil specifically and 20 percent went to efforts
in Peru. Colombia, Bolivia, and Ecuador each
received about 4 percent. Less than 1 percent
of total grantmaking went to Venezuela and to
Suriname, neither of which has received funding
in recent years.

The AAI typically funds
nongovernmental organizations
to provide technical support to
governments or communities,
or to implement directly
the specific actions needed.
However, at times the AAI
funds governments directly.
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From the outset, the AAI
worked within a practical and
straightforward theory of change
that sought to establish and
consolidate conservation areas.
perform the specialized work necessary
to achieve the AAI’s goal. In the words of
MacArthur Foundation Program Officer
Amy Rosenthal, “The Moore Foundation
made possible a flourishing of civil society
organizations supporting conservation.”
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2. Grantees state that the long-term commitment of the AAI to achieve its goal and
the potential to receive follow-up grants
allowed them to make long-term plans with
their grant funding. In the case of consolidating conserved areas in the Amazon,
some tasks — such as the writing of a management plan for a national park — are
discrete and readily accomplished in a short
period of time. Others are long-term processes that require a patient and committed
approach, such as formalizing a management plan of an indigenous territory, which
involves a social process that may take
many years and cannot be rushed to accommodate donor expectations or rigid timetables. In our evaluations, grantees pointed to
the AAI’s long time commitment as a major
factor in the grantees’ success.
3. The AAI’s enduring presence has signaled
to governments and donors the importance
of protected areas and indigenous territories as an essential mechanism for conserving the Amazon. This has facilitated the
initiative’s collaboration with governments
and donors in the establishment of trust
funds for the long-term support of protected areas, as has been accomplished in
Brazil and is currently in development in
some Andean countries.
138 The Foundation Review // thefoundationreview.org

Development of an Evidence-Based Theory
of Change Via Collaboration

From the outset, the AAI worked within a practical and straightforward theory of change that
sought to establish and consolidate conservation areas. The initiative supported its grantees
aggressively to make the most of an historic
moment of political opportunity to establish
numerous new conservation areas in Brazil, and
to a lesser extent in Peru and Bolivia. During
the period of 2002-2010, 320,000 square miles of
the Amazon entered legally conserved status,
much of it supported by the AAI. Although the
establishment and expansion of conservation
areas continues today — one example is Peru’s
5,212-square-mile Sierra del Divisor National
Park, in 2016 — the exceptional pace of the prior
decade has moderated substantially.
When the initiative began, very little was known
about how to consolidate new conservation areas
in the Amazon. The AAI had a general understanding that major gaps in institutional capacity
and long-term funding for protected-areas systems would need to be filled, but the theory of
change for how to address these problems was
vague, and completely undeveloped for indigenous territories. The priority was to seize opportunities for conservation-area establishment
while they lasted, and to turn attention to consolidation later.
In 2005, the foundation commissioned the first
external independent evaluation of the AAI.
The evaluation identified a need to focus more
attention on consolidation and the challenges it
would present for successfully conserving the
burgeoning expanse of conservation areas in the
Amazon. As an interim measure of consolidation, the evaluators developed a list of “limiting
factors” (Gullison & Hardner, 2009) that might
impede the effective management of conservation areas. Limiting factors included stakeholder
support for conservation, legal protection, public
policy, scientific knowledge, institutional capacity, law enforcement, and funding. For example, the long-term funding of this very large
portfolio of conservation areas would require
resources many multiples of what was available at the time from government budgets and
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international assistance. Strategies began to take
shape to address those factors that were most
limiting progress.
Over time, via collaboration with grantees that
specialize in different geographies and thematic
components (e.g., conservation law or indigenous
issues), the AAI has refined the theory of change
based on a growing base of experience among its
grantees on how best to consolidate conserved
areas. Today, the AAI supports its grantees in
interventions at three levels:
1. National and subnational protected areas
systems. The AAI funds the development
of monitoring programs and supports the
development of financial mechanisms to
support protected-areas management for
the long term.
2. Geographic mosaics of conserved areas. The
AAI supports regional land-use planning
and improved infrastructure planning.

Measuring and Evaluating Progress

The foundation has been consistent in its use
of external evaluations as part of its disciplined
approach. The AAI has undergone three external evaluations — in 2005, 2010, and 2015. These
evaluations have complemented internal processes of reporting to the foundation’s trustees
and have assessed progress on the ground via
structured surveys covering all sites supported
by the AAI, site visits, interviews with relevant
experts and stakeholders, and reviews of other
current and related studies and research.
Despite the founders’ emphasis on a disciplined
approach, however, the adoption of an internal
performance-measurement system for the AAI

has developed very slowly. In its early years, the
initiative measured its progress only in terms
of the total area gaining legal conservation status — the establishment of a national park, for
example — but did not monitor progress toward
consolidation of the management of that site. As
described above, the 2005 external evaluation
used the limiting-factors framework as a proxy
measure for the consolidation of site management. The 2010 external evaluation added the
Rapid Assessment of Prioritization of Protected
Area Management (RAPPAM), developed by
the World Wildlife Fund (Ervin, 2003). The
RAPPAM provides ordinal scoring of numerous
operational criteria for protected-areas management. However, the AAI took up neither the
limiting factors nor RAPPAM for internal monitoring. The lack of performance measurement
created difficulties for the foundation, especially
during internal discussions when it was questioned whether the initiative was progressing
toward its goals. Little information was available
to inform these discussions, and exit criteria
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3. Individual conserved areas. The AAI funds
a suite of interventions to improve governance, ensure that sites are well-integrated
into regional land-use plans, develop management plans, perform site-level monitoring, provide financial sustainability, and
plan resource use for those categories of
conserved areas that allow economic-resource management.

The AAI has undergone three
external evaluations — in
2005, 2010, and 2015. These
evaluations have complemented
internal processes of reporting
to the foundation’s trustees and
have assessed progress on the
ground via structured surveys
covering all sites supported by
the AAI, site visits, interviews
with relevant experts and
stakeholders, and reviews
of other current and related
studies and research.
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FIGURE 2 Progress by the AAI’s Grantees Towards Consolidation of Legally Conserved Areas in the Last
Evaluation Period
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were lacking for site consolidation against which
to compare progress.

provides a target for each criterion for determining when an area is adequately consolidated.

It was not until 2013 that the AAI developed and
implemented its own internal system of performance measurement. This in-house system has
various components, including a risk assessment
based on the limiting factors that is applied at the
level of mosaics of conserved areas, and six criteria (some of which mirror RAPPAM) with semiquantitative ratings that are applied to individual
conserved areas: governance, regional planning,
management planning, monitoring, sustainable
finance, and sustainable resource use. It also

Such a straightforward performance-measurement system is instrumental in assessing
progress. Most importantly, it is necessary for
determining when the AAI has reached its goal.
When this information is presented graphically,
it allows a rapid and meaningful communication of important information required for
decision-making by senior management and the
board of trustees: How much progress has been
made in the last time period? To what extent is
the initiative likely to meet its stated goals over a
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specific time period? (See Figure 2.) It was based
on this information that, in late 2015, the board
decided to renew and expand its commitment to
Amazonian conservation.

Discussion, Lessons Learned, and
Future Challenges
The overall impact of the Andes Amazon
Initiative has been dramatically positive. The
efforts of many have contributed to the massive
expansion of conservation areas in the AndesAmazon region since the inception of the AAI,
but the initiative has played an important role.
The overall outcome is arguably the largest
expansion of legally conserved lands in history,
which supports the agendas of countries in the
3

region to maintain important environmental
functions such as hydrology and climate, sustainable livelihoods for forest-based communities,
and the protection of biodiversity.
After conducting three consecutive external
evaluations of the AAI, the authors believe that
the initiative’s impact is to a great extent attributable to the guiding principles of the founders. “Making a difference” in the context of the
Andes-Amazon has required a large-scale commitment, geographically and financially; a theory of change that engaged and promoted the
growth of high-performing grantees; and performance measurement and evaluation. But perhaps
most significant, in our opinion, has been the
willingness to stay the course over the period of
time necessary to actually achieve durable outcomes in a challenging context.
The AAI’s experience illustrates some of the
benefits and risks of strategic philanthropy. The
initiative’s approach is donor driven, providing
a high-level plan in which grantees collaborate
in developing the specifics. On the positive side,
this has allowed for a large-scale and relatively
long-term coordinated and collaborative push
among many grantees toward achieving a shared
goal. The AAI has not over-specified its strategies, but instead has relied on grantees to develop
geographically appropriate approaches within
the initiative’s broad strategies for the larger
region. During evaluations, grantees often stated
that the AAI was different from other donors in

See, for example, Red Amazónica de Información Socioambiental Georreferenciada, 2015.
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Despite the recent development and adoption
of the AAI’s own internal performance-monitoring system, significant challenges remain
with respect to linking the establishment and
consolidation of conserved areas to physical and
biological outcomes. Recent technical advances
in remote sensing have allowed the initiative
and its grantees to monitor deforestation across
the Amazon;3 however, standing forest cover is
not by itself a sufficient indicator of biodiversity
condition (Sasaki & Putz, 2009; Wilkie, Bennett,
Peres, & Cunningham, 2011) and ground-level
biological information currently collected by
grantees is very localized. To address this gap,
the AAI has increased its grantmaking to technically specialized grantees, but improvement will
require time. Even drawing simple conclusions
about deforestation is a challenge. It has been
problematic determining the precise relationship between investments in management and
effectiveness in preventing deforestation (Nolte,
Agrawal, & Barreto, 2013; Coad, et al., 2015).
The AAI does have data comparing deforestation
in areas it funds versus those it does not, which
appear to show AAI-funded areas performing
better. But these data do not yet provide sufficient statistical power to control for the full
range of variables that could affect this result.
Thus, more work remains to complete the AAI’s
performance-monitoring framework.

[P]erhaps most significant,
in our opinion, has been
the willingness to stay the
course over the period of
time necessary to actually
achieve durable outcomes in a
challenging context.
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its willingness to allow grantees to develop plans
appropriate to their context and to adapt those
plans as needed over the life of a grant.
As the initiative progresses, it will continue to
face major challenges:
• First, the scale of the AAI’s commitment is
very large and requires a careful allocation
of resources to ensure that the vast portfolio of areas now legally conserved can
actually be consolidated. The AAI took a
calculated risk that legally conserved areas
could eventually be consolidated, but there
remain significant hurdles, such as low
institutional capacity in the Amazon and a
significant shortfall of long-term finance,
not to mention uncertainties about the
social complexity of supporting conservation in indigenous territories.
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• Second, the foundation will continue to
change leadership and staff over time,
bringing in individuals with new and different ideas. It will be necessary to find the
correct balance of enthusiasm for those
ideas with the discipline required to stay
the course while implementing the AAI’s
core theory of change. At times, there has
been an internal struggle between the foundation’s senior management and the board
of trustees to maintain the commitment
to the initiative. At various junctures, the
foundation’s senior management has either
declared the AAI too slow to achieve its
goals or, ironically, to have already achieved
its goals, with an apparent eye to moving
on to new philanthropic initiatives. But
through this uncertainty, the board has
stayed the course and maintained the foundation’s commitment to the Moore family’s
philanthropic values, and has continued to
re-authorize the AAI.
The experience of the foundation with the AAI
has been similar in many respects across its
other initiatives. Some examples in diverse fields
include the Wild Salmon Ecosystem Initiative,
which has operated since 2001 and made grants
totaling more than $264 million; the Marine
142 The Foundation Review // thefoundationreview.org

Microbiology Initiative, which began in 2004
and has made over $220 million in grants; and
the Betty Irene Moore Nursing Initiative, which
ran from 2004-2014 and made $181 million in
grants. Mirroring the themes described here
for the AAI, evaluators have commented positively on the scale and time frame of the foundation’s initiatives and the foundation’s ability
to take risks to confront significant challenges.
However, evaluations also identified the importance of ensuring the durability of outcomes and
improving performance measurement at the
level of the initiatives.

Staying the Course
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Although most oral disease is preventable, there are profound disparities across populations
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Interest is growing among foundations in assessing whether and how to offer general
operating support. In 2013, the Hartford Foundation for Public Giving began to offer
unrestricted general operating support grants in response to grantees’ expressed need.
This article shares early indicators of the impact of the new grantmaking approach on both
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Established in October 2001, the Marguerite Casey Foundation has sought to build a
movement to transform the lives of poor families and children. This article draws from a
summative evaluation designed to capture stakeholders’ perceptions of the foundation’s
operations to facilitate organizational learning. In sharing these results, the authors seek to
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The Hartford Foundation for Public Giving, with a subset of its grantees and their program
recipients, teamed with the UCLA Center for Healthier Children, Families, & Communities
to redesign its evaluation process. The foundation’s shift from traditional program evaluation
to a more participatory, learning-focused approach resulted in new tools to assess variables
that had been previously unexamined but were critical to program success. This article
examines the redesign process and those new tools.
DOI: 10.9707/1944-5660.1365

64

Insights From Deploying a Collaborative Process for Funding
Systems Change
Alison McCarthy, M.S.W., and Jacob Bornstein, M.S., Spark Policy Institute; Tiffany Perrin, M.S.W.,
Colorado Health Foundation; Jennifer James, M.A., Harder+Company Community Research; and
Bill Fulton, Ph.D., Civic Canopy
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to explore five core capacity areas shown to be central to organizational effectiveness. The
Foundation Core Capacity Assessment Tool’s findings prompt reflection and collective learning.
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Critical gaps exist in philanthropy’s definitions of and approach to risk management. The
Open Road Alliance and Arabella Advisors pursued several research projects to examine risk,
contingency funding, and existing foundation policies and procedures related to risk. This
article describes the scope of the problem and a framework for philanthropists to adopt riskmanagement practices that better equip the sector to address the challenges of our time.
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This article demonstrates the relevance of correctly accounting for inflation to foundation
structure and programs – including, for example, in analyzing perpetual versus spend-down
strategies and in comparing the cost-effectiveness of programs over different time periods.
Investment teams must also be provided with return targets, which are highly sensitive to
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While some foundations have put their entire focus on impact investing, philanthropy
still lacks the tools that enable such investments to be made with the same rigor as the
best financial investments and philanthropic grants. This article proposes a framework
for evaluating a foundation’s blended performance that enables both grantmaking and
endowment investing to be evaluated jointly, and thus also allows a complete evaluation of
how impact investments could improve – or fail to improve – overall performance.
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The largest of the Gordon and Betty Moore Foundation’s environmental initiatives is the
Andes Amazon Initiative, which has invested nearly $369 million over its first 15 years to
protect the forest cover and biodiversity of the Amazon. This article examines how the design
principles of a major philanthropic initiative have influenced its performance, and provides a
practical example of strategic philanthropy that can contribute to the current debate over the
merits and flaws of this approach.
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